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THIRTEENTH  ANNUAL  REPORT 
OF  THE 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


TO  THE  STOCKHOLDERS  OF 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY : 

The  Board  of  Directors  herewith  submits  its  thirteenth  annual  report  for  the  year  ended 
December  31,  1922  with  statements  showing  the  income  account  and  financial  condition 
of  the  company. 

TERRITORY 

During  the  year  1 922  the  company  substantially  increased  its  interests  in  electric  and 
gas  operating  properties  situated  in  New  York  State  and  generally  termed  the  New  York 
State  Group.  Similarly  in  the  Kentucky-Tennessee  group,  additional  operating  electric  prop- 
erties were  acquired  in  the  southern  part  of  Kentucky  and  the  northern  part  of  Tennessee 
and  so  situated  as  to  be  connected  to  the  company's  existing  line.  At  the  close  of  the  year 
1922  the  operating  properties  were  supplying  electricity  and/or  gas  to  more  than  44,000 
consumers  in  the  three  geographic  groups,  namely:  the  New  York  State  properties,  the 
Kentucky-Tennessee  properties,  and  the  Ohio  properties. 

OPERATING  PROPERTIES 

The  New  York  State  properties  at  the  close  of  the  year  1922  rendered  electric  and/or 
gas  service  to  29,770  consumers  in  113  communities  in  the  south  central  section  of  New 
York  State,  the  territory  having  a  total  population  in  excess  of  107,000.  These  operating 
properties  included  1  1  steam  and  7  hydro-electric  power  stations  with  a  generating  capa- 
city of  16,225  k.w.  and  251  miles  of  electric  high  tension  transmission  lines;  also  7  gas 
plants  with  a  daily  capacity  of  2,795,000  cu.  ft.,  and  102  miles  of  mains. 

The  Kentucky-Tennessee  properties  rendered  electric  and/or  gas  service  to  12,513 
consumers  in  26  communities  located  principally  in  southern  Kentucky  and  northern  Ten- 
nessee and  having  a  total  population  in  excess  of  71 ,000.  The  properties  include  3  electric 
power  stations  with  a  generating  capacity  of  6,050  k.w.  (including  a  new  3,000  k.w. 
modern  steam  turbine  being  installed  at  Hopkinsville,  Ky.),  92  miles  of  high  tension  trans- 
mission lines,  4  gas  plants  with  a  daily  capacity  of  550,000  cu.  ft.  and  57  miles  of  gas  mains. 
The  properties  also  supply  electricity  to  connected  distributing  companies  over  47  miles  of 
transmission  lines  owned  by  such  companies. 


Of  the  Ohio  properties,  one  property,  the  Greenville  Gas  Light  Company,  is  leased  to 
the  Jantha  Light  and  Fuel  Company  for  a  long  term  of  years  on  a  satisfactory  basis.  The 
Van  Wert  Gas  Light  Company,  supplying  gas  to  1 ,747  consumers  in  the  City  of  Van  Wert, 
Ohio,  having  a  population  of  8, !  00,  owns  a:i  oil  gas  plant  with  a  daily  capacity  of  600,000 
cu.  ft.  and  22  miles  of  distribution  mains. 


EARNINGS 

The  income  account  for  the  calendar  year  1922  shows  a  very  substantial  improvement 
in  gross  and  net  earnings  over  the  preceding  calendar  years  1921  and  1920  as  is  indicated  by 
the  Consolidated  Income  Statement  for  the  past  three  calendar  years. 


Gross  Earnings: 

1922 

1921 

1920 

1,832,129.60 

$  898,154.32 

$  778,661.13 

61 1,756.08 

600,150.10 

514,533.85 

335,787.87 

30,101.85 

21,378.53 

T„,.„l  A 
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$1 ,528,406.27 

$1,314,573.51 

Operating  Expenses,  Maintenance  and  Taxes  
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Net  Earnings  

885,333.69 

450, 748.98 

345,648.24 

76,745.60 

31,598.98 

31,981.68 

Gross  Income  

962,079.29 

482,347.96 

377,629.92 

Less  Fixed  Charges  and  other  deductions  of  Sub- 
sidiary and  Affiliated  Companies  

308,214.51 

81,905.87 

68,642.01 

653,864.78 

400,442.09 

308,987.91 

Fixed  Charges  and  other  deductions  of  Associated 
Company: 

Interest  on  First  Mortgage  Bond  and  Stock  Col- 
lateral Trust  Five  Per  Cent.  Gold  Bonds .... 

64,776.39 

65,382.99 

60,920.86 

Interest  on  Collateral  Trust  Six  Per  Cent.  Deb- 

8,461.33 

8.700.00 

8,700.00 

Interest  on  Six  Per  Cent.  Sinking  Fund  Gold  Bonds 

62,232.73 

57.186.09 

55,984.50 

16,153.13 

4,909.72 

15,293.04 

Amortization  of  Debt  Discount  and  Expense.  .  .  . 

12,020.88 

12,165.36 

9,727.80 

Total  Fixed  Charges  and  other  deductions  of  As- 

163,644.46 

148,344.16 

150,626.20 

Net  Income  available  for  Renewal  and  Replacement 
Reserves,  Dividends  and  Surplus  

490,220.32 

252,097.93 

158,361.71 

Less:  Reserved  for  Renewals  and  Replacements.  .  . 

125,046.06 

56,373.95 

37,008.21 

Income  available  for  Dividends  

365,174.26 

195,723.98 

121,353.50 

Dividends  on  Preferred  Stock  

62.979.47 

OPERATING  CONDITION'S 

It  will  be  noted  from  the  foregoing  that  the  increase  in  electric  sales  in  1922  was 
more  than  the  total  electric  sales  during  the  calendar  year  1921.  Also  that  the  revenue  from 
electric  sales  for  1 922  was  larger  than  the  combined  revenues  from  electric  sales  for  the 
calendar  years  1920  and  1921. 

The  work  which  had  been  undertaken  in  the  latter  part  of  1921  of  connecting  up  by 
transmission  lines  the  various  operating  companies  was  continued  and  in  some  cases  was 
brought  to  a  conclusion  during  1922.  The  work  of  centering  the  operation  and  accounting 
of  the  various  New  York  State  properties  under  a  single  operating  organization  and  a  simi- 
lar accounting  organization  was  progressed  considerably  with  the  result  that  the  general  op- 
erating and  accounting  supervision  over  the  various  plants  and  local  offices  is  now  exer- 
cised from  the  Ithaca  office. 

Efforts  have  been  directed  during  the  past  year  to  connecting  the  hydro-electric  power 
plants  by  transmission  lines  so  as  to  get  the  maximum  use  of  hydro-electric  generated  cur- 
rent with  a  consequent  reduction  of  the  necessity  for  steam  generated  operation. 

CONSTRUCTION 

The  plant  and  property  account,  as  per  the  Consolidated  Balance  Sheet,  increased 
$6,099,494.73  over  the  corresponding  amount  at  the  beginning  of  the  year.  The  increase 
represents  additional  properties  acquired  and  additions,  betterments  and  extensions  and  a 
few  unimportant  bookkeeping  adjustments.  In  addition  thereto  there  was  reserved  or  expend- 
ed out  of  earnings  during  the  year  for  maintenance  and  repairs  and  for  the  renewal  and 
replacement  of  existing  property,  a  total  amount  of  $376,152.10. 

In  the  New  York  State  group  of  properties  the  high  tension  transmission  line  connect- 
ing the  Oneonta,  Norwich  and  Sidney  plants  was  completed  and  the  line  put  in  operation. 
During  the  latter  part  of  the  year  the  construction  of  a  transmission  line  between  Oneonta 
and  Colliersville  was  begun  which  line  was  completed  and  put  in  operation  during  the  early 
part  of  the  year  1923. 

At  the  Ithaca  power  plant  the  installation  of  a  General  Electric  3,000  k.w.  15  stage 
Curtiss  condensing  turbine  with  a  500  h.p.  Connelly  3  pass  water  tube  boiler  equipped 
with  Foster  super-heater  and  a  1 0  C  Spiroflo  surface  condenser  as  well  as  necessary  auxiliary 
apparatus  which  was  begun  in  1922  was  completed  during  the  first  quarter  of  1923.  Con- 
tracts were  also  made  for  the  installation  of  a  3,000  k.w.  steam  turbine  in  the  Hopkins- 
ville  plant  of  the  Kentucky-Tennessee  properties  which  work  will  be  completed  during  the 
current  year. 
FINANCING 

Under  the  modern  open-end  serial  mortgage  of  the  New  York  State  Gas  and  Elec- 
tric Corporation  made  to  The  Equitable  Trust  Company  of  New  York  as  Trustee  and 


dated  July  I,  1921  there  were  issued  during  the  calendar  year  1922  a  total  of  $2,645,000 
face  amount  of  bonds  of  which  $1,350,000  face  amount  were  sold  to  and  distributed  by 
bankers  in  New  York  and  Philadelphia.  Small  amounts  of  other  bonds  sufficient  to  finance 
the  needs  of  other  of  the  subsidiary  and  affiliated  companies  were  offered  to  the  public  and 
quickly  absorbed. 

The  work  of  placing  the  various  subsidiary  companies  in  position  to  finance  them- 
selves was  progressed  substantially  during  the  year.  Generally  speaking  this  work  consists 
of  placing  a  modern  open-end  serial  mortgage  on  each  property,  such  mortgage  being  de- 
signed to  provide  for  the  refunding  of  prior  obligations  and  as  a  means  of  obtaining  funds 
for  future  additions  and  betterments. 

In  order  to  provide  for  junior  financing  of  the  subsidiary  companies,  the  Directors  de- 
cided on  the  policy  of  distributing  the  preferred  stock  of  this  company  as  far  as  possible 
among  the  consumers  and  the  employees  of  the  several  subsidiaries.  Preliminary  to  carry- 
ing out  this  policy,  preferred  stock  issues  of  subsidiaries  were  provided  for  several  of  the  op- 
erating companies  and  were  offered  for  sale  among  the  employees  and  consumers  in  the  re- 
spective territories.  The  result  was  gratifying  and  up  to  the  close  of  the  year  1922  upwards 
of  $450,000  of  such  preferred  stock  was  so  distributed.  The  plan  to  sell  this  company's 
preferred  stock  was  then  put  into  effect,  and  since  the  beginning  of  the  year  substantial 
amounts  have  been  sold  in  the  respective  territories  and  the  situation  gives  promise  of  carry- 
ing out  the  aims  of  the  Directors  to  make  all  employees  and  consumers  stockholders  in  this 
company. 

Hie  response  to  the  company's  offer  to  issue  two  shares  of  its  new  no  par  value  cumu- 
lative preferred  stock  with  dividends  cumulative  at  the  rate  of  $3.50  per  share  per  annum 
from  January  1,  1923  in  exchange  for  each  share  of  the  $100  per  share  6%  preferred 
stock  outstanding,  was  gratifying  and  practically  all  of  such  stock  was  exchanged  during  the 
current  year.  A  substantial  block  of  such  stock  was  sold  during  the  year  under  favorable 
terms  to  banking  houses  for  distribution  to  the  general  investing  public. 

During  the  year  the  company  undertook  to  acquire  the  outstanding  First  Mortgage 
Bond  and  Stock  Collateral  Trust  5%  gold  bonds  of  which  there  were  $1,293,000  face 
amount  outstanding  and  under  such  offer  during  the  current  year  1 923  to  the  rendering  of 
this  report,  there  were  acquired  $1,070,000  face  amount  leaving  only  $223,000  face  amount 
outstanding. 

No  cash  dividends  were  paid  on  the  common  stock  during  the  year  1922,  but  all 
earnings  available  for  common  stock  were  reinvested  in  the  property  and  from  time  to  time 
amounts  were  transferred  from  Corporate  Surplus  to  Stated  Capital  for  Common  Stock, 


this  transfer  insuring  the  leaving  of  such  surplus  earnings  permanently  in  the  company.  The 
Slated  Capital  for  Common  Stock  at  July  31,  1 923  was  substantially  in  excess  of  the  Stated 
Capital  for  the  Preferred  Stock  outstanding,  and  similarly  was  in  excess  of  the  total  face 
amount  of  outstanding  funded  debt  of  the  company. 

SECURITY  RATINGS 

The  preferred  stock  of  the  Associated  Company  is  rated  as  a  class  Baa  invest- 
ment in  Moody's  Rating  Book  of  Public  Utility  Investments — July,  1923  edition,  and  as 
a  B*  investment  in  Poor's  Rating  Service — 1923  edition.  The  first  mortgage  bonds  of  the 
principal  subsidiary,  the  New  York  State  Gas  and  Electric  Corporation,  are  rated  as  a 
class  A  investment  by  both  of  these  services — July,  1 923  editions. 

FINANCIAL  CONDITION 

A  detailed  consolidated  balance  sheet  of  the  company  and  its  affiliated  companies  show- 
ing the  financial  condition  at  December  31,  1922  is  appended  hereto. 

IN  MEMORIAM 

The  Board  records  with  deep  regret  the  death  on  January  I  1,  1923  of  one  of  its  mem- 
bers, the  Honorable  E.  H.  Bostwick  at  Ithaca,  New  York,  who  also  acted  for  many  years 
as  counsel  to  the  company.  By  his  death  the  company  loses  a  wise  and  able  counselor,  held 
in  deep  esteem  by  the  personnel  of  the  organization,  not  alone  for  his  official  position,  but 
equally  for  his  sterling  character  and  scholarly  attainments; 

The  books  and  accounts  of  your  company  have  been  audited  by  Messrs.  Haskins  and 
Sells,  Certified  Public  Accountants  whose  certificate  forms  part  of  this  report. 

Respectfully  submitted, 

John  I.  Mange, 

President. 

BY  ORDER  OF  THE  BOARD  OF  DIRECTORS. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Consolidated  Balance  Sheet  December  31,  1922 

ASSETS 

Plant  and  Properties   $1 1.790. 1 65.20 

Investments   8.783.18 


Current  Assets: 

CASH: 

In  Banks   570.156.85 

In  Hands  of  Trustees  for  Sinking  Funds.  .  .  21,556.29  591,713.14 

Marketable  Securities   190,677.19 

Notes  Receivable   82,610.25 

Accounts  Receivable   395,319.37 

Interest  Receivable   375.05 

SUBSCKlPTtONS: 

Sinking  Fund  6's   161.00 

Preferred  Stock  of  Subsidiaries   70,157.00 

Common  Stock  of  Subsidiaries   40,000.00  110,318.00 

Materials  and  Supplies   327.617.99  1,698.630.99 

Miscellaneous  Temporary  Debits: 

Unamortized  Debt  Discount  and  Expense.  .  .  .  1,385,176.29 

Unamortized  Replacement  Suspense   9,500.00 

Prepaid  Taxes   14,812.62 

Unexpired  Insurance  Premiums   12,721.68 

Misc.  Prepayments  and  Items  in  Suspense.  .  .  .  42,903.89       1.465,1  14.48 

Total  Assets   $14,962,693.85 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Consolidated  Balance  Sheet  December  31,  1922 


LIABILITIES 


Capital  Stock: 

Preferred  (No  Par  Value)  : 
Authorized   


100,000  shai 


Issued    26,686  shares  $1,334,300.00 

Subscribed  for  but  unissued  2,405  "  120,250.00 
Less:  Intercorporately  held.     4,5  70      "  228,500.00 

Outstanding    24,521 

Common  (No  Par  Value)  : 

Authorized   II  0,00  shares 

Issued  and  Outstanding.  .  .   60,000  shares 
Preferred  of  Subsidiary  and  Affiliated  Companies 
Common  of  Subsidiary  and  Affiliated  Companies 

Funded  Debt: 

First  Mortgage  Bond  and  Stock  Collateral  Trust 
Five  Per  Cent.  Gold  Bonds  due  1939: 
Authorized    5,000,000.00 


1,111,200.00 

39,000.00 
7,300.00 


1,500,000.00 
1,359,000.00 


Issued    1,612,500.00 

Retired  and  cancelled   319,500.00 

Outstanding  

Six  Per  Cent.  Sinking  Fund  Gold  Bonds,  due 
1941: 

Authorized    2,000,000.00 

Issued  

Retired  and  Cancelled  

In  Treasury  

Outstanding  

Collateral  Trust  Six  Per  Cent.  Debenture  Gold 
Bonds  due  1949: 

Authorized  and  Issued  

Deposited  as  part  Security  for  Six  Per  Cent. 

Sinking  Fund  Gold  Bonds  

Funded  Debt  of  Subsidiary  and  Affiliated  Com- 
panies   

Notes  Payable  Secured  by  Marketable  Securities  

Current  Liabilities: 

Niotes  Payable — Unsecured  

Accounts  Payable — Current   

Matured  Interest  Unpaid  

Accrued  Interest  

Accrued  Insurance  

Dividends  Payable  

Other  Unadjusted  Credits  

Consumers  and  Special  Deposits  

Reserves: 

Accrued  Amortization  of  Capital  

Reserve  for  Tax  Liability  

Reserve  for  Maintenance  and  Extraordinary  Repairs  

Reserve  for  Bad  Debts  

Other  Reserves  

Surplus: 

Appropriated)  

Free   •  

Proportion  of  Surplus  of  Subsidiary  and  Affiliated  Companies 
applicable  to  capital  stocks  of  those  companies  not  owned  by 
Associated  Gas  and  Electric  Company  

Proportion  of  Surplus  applicable  to  securities  of  Associated  Gas 
and  Electric  Company  

Excess  of  Par  or  Stated  Value  of  Securities  of  Subsidiary  and 
Affiliated  Companies  over  the  value  at  which  they  are  carried 
on  the  books  of  the  Associated  Gas  and  Electric  Company,  . 

Total  Liabilities   

^Subsequently  transferred  to  Stated  Capital  for  Corrimon  Stock. 


$1,226,050.00 


1,800,000.00 
455.500.00 

137,400.00  $3,618,950.00 


1.293.000.00 


1.064,900.00 


4,203,700.00  6,702.600.00 
264.000.00 


333,208.25 
422,664.79 
195.00 
63,069.43 
9.015.72 
65,692.65 
11.161.31 


831.986.34 
97.435.70 

101,616.42 
13,233.63 
5,662.60 

577,371.45* 
346,185.04 


17,108.71 
375,348.26 


905,007.15 
109,518.06 


1,049,934.69 


996.670.49  2.312,683.95 
$14,962,693.85 


HASKINS  &  SELLS 
CERTIFIED  PUBLIC  ACCOUNTANTS 

37  West  39th  Street 
New  York,  N.  Y. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 

CERTIFICATE 

We  have  audited  the  books  and  accounts  of  the  Associated  Gas  and  Elec- 
tric Company  for  the  year  ended  December  31,  1 922 ;  have  reviewed  the  reports 
covering  audits  of  its  subsidiary  companies  made  by  The  J.  G.  White  Manage- 
ment Corporation  for  the  same  period;  and  have  prepared  therefrom  the  accom- 
panying Consolidated  Balance  Sheet  at  December  31,  1922,  and  Statements  of 
Consolidated  Income  and  Profit  and  Loss  for  the  year  ended  that  date. 

Haskins  &  Sells. 


New  York,  May  25,  1923. 


Securities   pledged,  with    Philadelphia  Trust  Company,  Trustee,  under  the  First 
Mortgage  Bond  and  Stock  Collateral  Trust  Five  Per  Cent.  Gold  Bonds 
$1, 293,000. 1  outstanding,  and  on  which  the  Collateral  Trust  Six 
Per  Cent.  Debenture  Bonds,  $  1 4 1 ,000.2  outstanding  are  a 
Second  Lien. 

Bonds 

New  York  State  Gas  and  Electric  Corporation 

First  Mortgage  Five  Per  Cent.  Gold  Bonds,  due  1947   $1,295,000.00 

Van  Wert  Gas  Light  Company 

Refunding  Mortgage  Five  Per  Cent.  Sinking  Fund  Gold  Bonds, 

due  1949    1 08,000.00  $1,403,000.00 

Stocks 

New  York  State  Gas  and  Electric  Corporation 

Common    $1,162,100.00 

Van  Wert  Gas  Light  Company   100,000.00  1,262,100.00 

Notes 

Van  Wert  Gas  Light  Company   3,947.93 

$2,669,047.93 


Securities  pledged  with  Fidelity  Trust  Company,  Philadelphia,  Trustee,  as  Collateral 
to  the  Collateral  Trust  Six  Per  Cent.  Sinking  Fund  Gold  Bonds, 
$  1 ,064,900s  outstanding. 

Bonds 

Associated  Gas  and  Electric  Company 

Collateral  Trust  Six  Per  Cent.  Debenture  Bonds   $  1 , 359,000.00* 

Stocks 

Kentucky  Public  Service  Company  5 

Six  Per  Cent.  Preferred   805,200.00 

Common    584,000.00  1,389,200.00 

$2,748,200.00 

1 .  Reduced  to  $  223,000  at  July  31,1923. 

2.  Reduced  to  $      71 ,000  at  July  3 1 ,  1  923. 

3.  Reduced  to  $  1 ,022,500  at  July  3 1 ,  1  923. 

4.  Increased  to  $1,4 17,000  at  July  31,  1923. 

5.  This  Company  has  been  succeeded  by  the  Kentucky-Tennessee  Light  and  Power  Company 

and  its  stocks  are  pledged  for  above  bonds  as  follows: — 

Six  Per  Cent.  Preferred  $770,800.00 

Common    798,400.00 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
GENERAL  STATISTICS  OF  OPERATING 
COMPANIES 


7o 

ELECTRIC  DEPARTMENT  1922  Increase 

Gross  Revenue  from  Sales  of  Current  $  1,740,804.66  98.28 

Number  of  Customers   27,249  91.39 

Gross  Revenue  per  Customer  $  63.88  3.53 

K.W.H.  sold  and  used  by  Company   25,361,662  100.92 

K.W.H.  sold  per  Customer  (Light  and  Power)   931  13.95 


GAS  DEPARTMENT 

Gross  Revenue  from  Sales  of  Gas  $  594,084.97  2.10 

Number  of  Customers   15,778  5.66 

Miles  of  Mains  (3"  Equivalent)   228  32.6 

Gross  Revenue  per  Customer  $  37.65  3.34* 

Gross  Revenue  per  Mile  of  Main  $  2,603.00  23.08* 

Gas  Sold  (cu.  ft)   315,369.200  2.62* 

Gas  Sold  per  Mile  of  Main  (cu.  ft.)   1,381,864  22.67* 

Gas  Sold  per  Customer  (cu.  ft.)   19,990  2.86* 

*  Decrease 


\ 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
and  Subsidiary  and  Affiliated  Companies 


Consolidated  Income  Statement  for  Twelve  Months  ended 
July  31,  1923 


Operating,  Revenues   $2,928,002.90 

Operating  Expenses,  Maintenance  and  Taxes   1,921,033.04 

Net  Earnings   1,006,969.86 

Other  Income   11.589.22 

Gross  Income   1.018.559.08 

Deductions: 

Fixed  charges  of  Subsidiary  and  Affiliated  Companies   376,332.85 

Net  Income   642,226.23 

Fixed  Charges  Associated  Company 

Interest  on  Bonds   103,716.65 

Interest  on  Floating  Debt   42,154.13 

Amortization  of  Debt  Discount  and  Expense                                    10,127.37  155,998.15 

Net  Income  available  for  Renewal  and  Replacement  Reserves,  divi- 
dends and  surplus   486.228.08 

Less:  Reserve  for  Renewals  and  Replacements   146,723.82 

Surplus  available  for  dividends   $  339,504.26 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


and  Subsidiary  and  Affiliated  Companies 

Consolidated  Balance  Sheet  at  July  31,  1923 
ASSETS 

Plant  and  Properties   ^'^^'^'S 

Investments   54,904.50 

Syndicate  Participation   393.713.81 

Current  Assets: 

Cash   419,670.14 

Marketable  Securities   245,146.99 

Materials  and  Supplies   357,315.89 

Notes  Receivable   92,023.02 

Accounts  Receivable   380,730.38  1,494,886.42 

Misc.  Temporary  Debits: 

Prepayments    27,308.32 

Unamortized  Debt  Discount  and  Expense   1,268,188.30 

Suspense    58,925.36  1,354,421.98 

Total  Assets   "  16,254,544.14 

LIABILITIES 

Capital  Stock: 

Common  (60,000  shares)   $2,400,000.00 

Preferred  (39,359  shares)  .$  1 ,967,950.00 

Less  in  treas.  or  under  contract    148,600.00  1,819,350.00 

Subscriptions  (1901  shares)                                  95,050.00  1,914,400.00 

Interest  Bearing  Scrip   68,400.00 

Non-Interest  Bearing  Scrip   2,971.42 

Stocks  of  Subsidiary  and  Affiliated  Companies 
held  by  public: 

Common   230,766.67 

Preferred                                            601,300.00  832,066.67  5,217,838.09 

Funded  Debt: 

First  Mortgage  Collateral  Trust  5's  due  July  1 , 

1939    223,000.00 

Sinking  Fund  Gold  6's  due  Jan.  I,  1941   1,022,500.00 

Collateral  Trust  Debenture  6's  due  Sept.   1 , 

1949    71.000.00 

Funded  Debt  of  Subsidiary  and  Affiliated  Com- 
panies held  by  public   4,384,000.00  5,700,500.00 

Notes  Payable  Secured  by  Marketable  Securities  657,050.00 
Current  Liabilities: 

Notes  Payable — Unsecured   1,150,724.10 

Accounts  Payable   457,851.41 

Accrued  Interest   81,473.65  1,690,049.16 

Other  Unfunded  Debt: 

Consumers  Deposits   107,956.13 

Syndicate  Participation   370,463.81  478,419.94 

Reserves: 

Accrued  Amortization  of  Capital   760,166.91 

Reserve  for  Tax  Liability   108,088.62 

Other  Optional  Reserves   261,961.05  1,130,216.58 

Surplus: 

Capital  Surplus   179,590.86 

Provision  for  Preferred  Dividends   14,773.09 

Proportion  of  surplus  of  Subsidiary  and  Affiliated  Companies 
applicable  to  capital  stock'  of  those  companies  not  owned  by 

Associated  Co   21,183.89 

Proportion  of  surplus  applicable  to  securities  of  Associated  Co.  873,326.69 

Excess  of  Par  or  Stated  Value  of  Securities  of  Subsidiary  and 
and  Affiliated  Companies  owned  over  the  par  value  at  which 

such  securities  are  carried  on  the  bocks  of  the  Associated  Co.  291,595.84  1,380,470.37 

Total  Liabilities:   16  254  544  1 4 
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FOURTEENTH  ANNUAL  REPORT 


OF  THE 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

TO  THE  STOCKHOLDERS  OF 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY: 

The  Board  of  Directors  herewith  submits  its  fourteenth  annual  report  for  the  year  ended 
December  31,  1923,  with  statements  showing  the  income  account  and  financial  condition  of 
the  company. 

TERRITORY 

During  the  year  1923  the  company  continued  its  policy  of  acquiring  electric  and  gas 
properties  operating  in  the  territory  adjacent  to  that  served  by  its  subsidiaries.  In  New  York 
additional  properties  were  acquired  and  with  the  consent  of  the  Public  Service  Commission 
of  the  State  of  New  York,  the  principal  New  York  property  acquired  ten  adjacent  electric 
operating  properties.  Negotiations  were  begun  for  the  acquisition  of  new  properties  in  the 
Kentucky- Tennessee  group  and  on  November  1,  1923,  all  the  properties  in  this  group  were 
placed  in  one  corporate  entity  through  the  consolidation  of  the  Kentucky  Public  Service 
Company  and  the  Kentucky-Tennessee  Light  and  Power  Company.  During  the  year  1 923 
interests  affiliated  with  the  company  acquired  control  of  the  Cape  and  Vineyard  Electric 
Company  serving  electricity  without  competition  on  the  major  portion  of  Cape  Cod  and  on 
Martha's  Vineyard. 

OPERATING  PROPERTIES 

At  the  close  of  the  year  1923  the  New  York  properties  rendered  electric  and/oi  gas 
service  to  more  than  35,500  consumers  in  1  60  communities  located  principally  in  the  south 
central  section  of  the  state,  the  population  in  the  territory  served  being  in  excess  of  123,000. 
The  New  York  operating  properties  include  14  steam  and  10  hydro-electric  power  stations 
with  a  generating  capacity  of  more  than  17,000  K.  W.  and  379  miles  of  electric  high  ten- 
sion transmission  lines;  also  7  gas  plants  with  a  daily  capacity  of  2,795,000  cubic  feet  and 
1 04  miles  of  mains. 

The  Kentucky-Tennessee  properties  rendered  electric  and/or  gas  service  to  over  13,- 
000  consumers  in  26  communities  in  agricultural  districts  in  Kentucky  and  Tennessee  having 
a  population  of  more  than  72,000.  The  properties  include  three  electric  power  stations  with 
a  generating  capacity  of  6,050  K.  W.  and  92  miles  of  high  tension  transmission  lines;  4 
gas  plants  with  a  daily  capacity  of  550,000  cubic  feet  and  57  miles  of  gas  mains.  The 
Kentucky-Tennessee  properties  also  supply  electricity  to  connected  distributing  companies 
over  47  miles  of  transmission  lines  owned  by  such  companies. 


The  Massachusetts  properties  distribute  electricity  to  more  than  5,800  consumers  on 
Cape  Cod  and  Martha's  Vineyard  serving  a  population  estimated  at  40,000.  The  proper- 
ties include  a  steam  generating  plant  of  1 ,050  K.  W.  capacity  located  on  Martha's  Vine- 
yard, 64  miles  of  high  tension  transmission  lines  and  209  miles  of  distribution  lines.  Elec- 
tricity for  Cape  Cod  generated  in  the  plants  of  the  New  Bedford  Gas  and  Edison  Light 
Company  is  purchased  under  a  satisfactory  contract. 

Of  the  Ohio  properties,  one,  the  Greenville  Gas  Light  Company,  is  leased  to  the 
Jantha  Light  and  Fuel  Company  for  a  long  term  of  years  on  a  satisfactory  basis.  The 
Van  Wert  Gas  Light  Company,  supplying  gas  to  1,819  consumers  in  the  city  of  Van 
Wert  with  a  total  population  of  8,100,  owns  an  oil  gas  plant  with  a  daily  capacity  of 
600,000  cubic  feet  and  23  miles  of  mains. 


EARNINGS 


The  income  account  for  the  calendar  year  1  923  shows  a  very  substantial  improvement 

in  gross  and  net  earnings  over  the  preceding  ca 

lendar  years  1922  and  1921  as 

is  indicated  by 

the  consolidated  income  statements  for  the  past  three  calendar  years. 

f            [7  ;  . 

Liross  tiarmngs: 

1  923 

1922 

1921 

$2,561,156.15 

$1,832,129.60 

$  898,154.32 

639,569.54 

61 1.756.08 

600,150.10 

62,631.09 

335,787.87 

30.101.85 

Total   

$3,263,356.78 

$2,779,673.55 

$1,528,406.27 

Operating  Expenses,  Maintenance  and  Taxes  

2,154,740.43 

1,894,339.86 

1.077,657.29 

Net  Earnings   

$1,108,616.35 

$  885,333.69 

$  450,748.98 

213,710.30 

76,745.60 

31,598.98 

$1,322,326.65 

$  962,079.29 

$  482,347.96 

Less  Fixed  Charges  and  other  deductions  of  Sub- 

435,665.39 

308,214.51 

81,905.87 

Net  Income  available  for  Associated  Company .... 

$  886,661.26 

$  653,864.78 

$  400.442.09 

Fixed  Charges  and  other  deductions  of  Associated 

Company : 

Interest  on  First  Mortgage  Bond  and  Stock  Col- 

lateral Trust  Five  Per  Cent.  Gold  Bonds.  .  .  . 

10,712.35 

64,776.39 

65,382.99 

Interest  on  Collateral  Trust  Six  Per  Cent.  De- 

benture Bonds   

5,129.66 

8,461.33 

8,700.00 

Interest  on   Six  Per  Cent.   Sinking  Fund  Gold 

62,617.39 

62,232.73 

57,186.09 

42,698.43 

16,153.13 

4,909.72 

Amortization  of  Debt  Discount  and  Expense.  .  .  . 

8,289.88 

12,020.88 

12.165.36 

Total  Fixed  Charges  and  other  deductions  of  Asso- 

$  129,447.71 

$  163,644.46 

$  148,344.16 

Net  Income  available  for  Renewal  and  Replacement 

757.213.55 

490.220.32 

252,097.93 

Less:  Reserved  for  Renewals  and  Replacements.  .  . 

179,822.10 

125,046.06 

56,373.95 

f  577,391.45 

$  365,174.26 

$  195,723.98 

1 19,459.09 

62,979.47 

*Dividends  began  January   1,  1922. 


OPERATING  CONDITIONS 


As  in  previous  years  the  great  increase  in  revenue  was  from  electric  sales  which  in- 
creased very  materially  over  the  preceding  year.  Such  increase  together  with  the  benefits 
resulting  from  the  interconnection  of  various  plants  by  transmission  lines  and  the  economies 
effected  through  the  concentration  of  the  operating  and  accounting  organizations,  resulted  in 
a  substantial  increase  in  net  earnings.  The  interconnection  of  steam  and  hydro  plants  with 
transmission  lines  resulted  in  a  more  efficient  and  economical  use  of  hydro-electric  generated 
current. 

CONSTRUCTION 

The  plant  and  property  account  as  shown  by  the  consolidated  balance  sheet  increased 
$2,31 1,424.80  over  the  corresponding  amount  at  the  beginning  of  the  year.  Such  increase 
represents  additional  properties  acquired  and  additions,  betterments  and  extensions  to  the 
plants  and  properties  then  owned.  There  was  reserved  or  expended  out  of  earnings  during 
the  year  for  maintenance  and  repairs  and  for  the  renewal  and  replacement  of  the  existing 
property,  a  total  amount  of  $406,758.22.  During  the  early  part  of  the  year,  there  was 
placed  in  operation  at  Ithaca  a  new  General  Electric  3,000  K.  W.  15  stage  Curtiss  con- 
densing turbine  with  a  500  H.  P.  Connelly  3  pass  water  tube  boiler  equipped  with  Foster 
super-heater  and  a  1 0  C  Spiroflo  surface  condenser  as  well  as  necessary  auxiliary  apparatus. 
In  the  Kentucky-Tennessee  group  the  new  3,000  K.  W.  steam  turbine  in  the  Hopkinsville 
plant  was  completed  and  placed  in  service. 

FINANCIAL 

The  policy  of  selling  preferred  stock  of  the  Company  to  the  consumers  and  employees 
to  provide  in  part  the  junior  financing  of  the  operating  properties,  was  continued  during  the 
year  and  under  this  policy  there  was  so  distributed  24,586  shares,  having  a  stated  capital 
value  of  $1,229,300.  The  cost  of  distributing  such  stock  amounted  only  to  about  3%  of 
the  stated  value  of  the  stock  sold. 

In  the  early  part  of  the  year  1 924  the  directors  and  officers  undertook  to  provide  for 
the  future  senior  financing  of  the  Company  through  a  modern  open-end  serial  bond  inden- 
ture. The  Trustee  is  the  Chase  National  Bank  of  the  City  of  New  York.  The  indenture 
provides  for  the  issue  thereunder  of  secured  gold  bonds,  the  rate  of  interest,  date  of  ma- 
turity, etc.,  to  be  fixed  from  time  to  time  by  the  Board  of  Directors,  to  pay  in  part  the 
cost  of  public  utility  securities  and  to  provide  working  capital,  with  proper  limitations 
as  to  ratio  of  earnings  to  interest  and  margin  from  securities  junior  to  the  bonds. 


In  July,  1924,  the  initial  issue  of  bonds  was  sold  through  a  syndicate  of  New  York 
and  Chicago  bankers  out  of  the  proceeds  of  which  there  has  been  or  will  be  redeemed 
during  the  current  year,  the  following  bond  issues,  which  were  outstanding  at  December 
31,  1923: 

First  Mortgage  bond  and  stock  collateral  trust  5%  gold  bonds — 

Philadelphia  Trust  Company,  Philadelphia,  Pa.,  Trustee. 

Collateral  trust  6%  debenture  bonds — 

Philadelphia  Trust  Company,  Philadelphia,  Pa.,  Trustee. 

Collateral  trust  6%  sinking  fund  gold  bonds — 

Fidelity  Trust  Company,  Philadelphia,  Pa.,  Trustee. 

FINANCIAL  CONDITION 

A  detailed  consolidated  balance  sheet  of  the  Company  and  its  affiliated  companies, 
showing  the  financial  condition  at  December  31,  1923,  is  annexed  hereto. 

As  heretofore,  the  books  of  account  of  your  company  have  been  audited  by  Messrs. 
Haskins  &  Sells,  Certified  Public  Accountants,  whose  certificate  forms  part  of  this  report. 

Respectfully  submitted, 

John  I.  Mange, 

President. 

BY  ORDER  OF  THE  BOARD  OF  DIRECTORS. 


HASKINS  &  SELLS 
CERTIFIED  PUBLIC  ACCOUNTANTS 

37  West  39th  Street 
New  York 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 

CERTIFICATE 

We  have  audited  the  books  and  accounts  of  the  Associated  Gas  and  Elec- 
tric Company  for  the  year  ended  December  31,  1 923 ;  have  reviewed  the  reports 
covering  audits  of  its  subsidiary  companies  made  by  The  J.  G.  White  Manage- 
ment Corporation  for  the  same  period;  and  have  prepared  therefrom  the  accom- 
panying Consolidated  Balance  Sheet  at  December  31,  1923,  and  Statements  of 
Income,  Profit  and  Loss  and  Appropriated  Surplus  for  the  year  ended  that  date. 

Haskins  &  Sells. 


New  York,  April  16,  1924. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Consolidated  Balance  Sheet  December  31,  1923 

ASSETS 

Plants  and  Properties   $  1 4, 1 0 1 ,590.00 

Investments   946,983.60 


Current  Assets: 
cash: 

In  Banks   $  344,853.07 

In  Hands  of  Trustee  for  Sinking  Fund ....        I  2,772. 1  0 

Notes  and  Warrants  Receivable  

Accounts  Receivable   

Dividends  Receivable   

Accrued  Interest  Receivable  

Subscriptions  to  Preferred  Stock  

Materials  and  Supplies  

Deferred  Debit  Items: 

Unamortized  Debt  Discount  and  Expense.  .  .  . 

Prepaid  Taxes   

Unexpired  Insurance  Premiums  

Miscellaneous  Prepayments  and  Items  in  Sus- 
pense   


357,625.17 

177,552.32 
532.567.75 
6,258.57 
2,295.83 
232,819.27 
359.002.72 


1,360,647.25 
25,468.23 
34,797.90 


1,668,121.63 


107.708.18  1,528.621.56 


Total  Assets 


$18,245,316.79 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Consolidated  Balance  Sheet  December  31,  1923 

LIABILITIES 

Capital  Stock: 

Preferred  (No  Par  Value)  : 

Authorized  1 00,000  shares 

Issued    43.226    "  $2,161,300.00 

Subscribed  (or  but  unissued.     7,716    "  385.800.00 

Scrip    1,434.30 

Less:  Incorporated  held...     1,835    "  91,750.00  $2,456,784.30 

Common  (No  Par  Value)  : 

Authorized  1  1 0,000  shares 

Issued  and  Outstanding   60,000  shares  3,000.000.00 

Cape   and   Vineyard   Electric  Company  6% 

Stock  Scrip    125,100.00 

Preferred  of  Subsidiary  and  Affiliated  Com- 
panies   586.493.34 

Common  of  Subsidiary  and  Affiliated  Companies  32.100.00  $6,200,477.64 

Funded  Debt: 

First  Mortgage  Bond  and  Stock  Collateral  Trust 
5%  Gold  Bonds  due  1939: 

Authorized    5,000,000.00 

Issued    1,612.500.00 

Retired  and  Cancelled   1.453,000.00 

Outstanding   159,500.00 

Six  Per  Cent.  Sinking  Fund  Gold  Bonds  due 
1941: 

Authorized    2,000,000.00 

Issued    1,193,200.00 

Retired  and  Cancelled   91,600.00 

Intercorporately  held    II  3,200.00 

In  Treasury    3,500.00 

Outstanding   984,900.00 

Collateral  Trust  6%  Debenture  Gold  Bonds 
due  1949: 

Authorized  and  Issued   1,500,000.00 

Deposited  as  part  security  for  6%  Sinking 

Fund  Gold  Bonds   1,441,000.00  59,000.00 

Funded  Debt  of  Subsidiary  and  Affiliated  Com- 

panies    5,126,290.75  6,329,690.75 

Current  Liabilities: 

Notes  Payable    2,131,675.33 

Accounts  Payable    579,076.75 

Dividends  Payable    91.35 

Accrued  Interest    110,723.98 

Accrued  Insurance    9,818.06 

Accrued  Taxes    98,347.13 

Other  Accrued  Liabilities   13,433.87  2,943,166.47 

Consumers  and  Special  Deposits   ~  188,398.59 

Reserves: 

Accrued  Amortization  of  Capital   939,826.78 

Other  Reserves    61.422.88  1,001.249.66 

Surplus: 

Appropriated    1,968,568.88 

Less  Excess  of  Book  Value  of  Securities  of 
Affiliated  Companies  over  Par  or  Stated 

Value    1,257.773.35  710,795.53 

Proportion  of  Surplus  or  Deficit  of  Subsidiary 
Companies  applicable  to  the  capital  stocks  of 
those  companies  not  owned  by  Associated 

Gas  &  Electric  Co   m  13.78* 

Proportion  of  Surplus  applicable  to  securities  of 

Associated  Gas  &  Electric  Company   -     871,551.93  1,582,333.68 

Total  Liabilities    $18,245,316.79 

*  Deficit. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

General  Statistics  of  Operating  Companies 


% 

1 923  Increase 

Electric  Department: 

Gross  Revenue  from  Sales  of  Current                                                $2,439, 790. 17  4 1 .00 

Number  of  Customers                                                                                    37,343  37.04 

Gross  Revenue  per  Customer                                                                         $65.33  2.26 

KWH  sold  and  used  by  Company                                                      36,044,823  42.12 

KWH  sold  per  Customer  (Light  and  Power)                                                       933  .21 


Gas  Department: 

Gross  Revenue  from  Sales  of  Gas   $620,561.74  4.45 

Number  of  Customers    16,012  1.48 

Miles  of  Mains  (3"  Equivalent)   246  7.89 

Gross  Revenue  per  Customer   $38.75  2.90 

Gross  Revenue  per  Mile  of  Main   $2,522.60  3.08* 

Gas  Sold  (Cu.  Ft.)   332,369,000  5.39 

Gas  Sold  per  Mile  of  Main  (Cu.  Ft.)   1,352,191  2.14* 

Gas  Sold  per  Customer  (Cu.  Ft.)   20,774  3.92 


*Decrease. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

Consolidated  Income  Statement  for  Twelve  Months  ended  July  31,  1924 
of  Subsidiary  and  Affiliated  Companies 

(Including  Income  from  recently  acquired  properties  from  date  of  acquisition  only) 


Operating  Revenues    $3,828,683.02 

Operating  Expenses,  Maintenance  and  Taxes   2,411,306.42 

Net  Earnings    1,417,376.60 

Other  Income   16,984.01 

Gross  Income   1,434,360.61 


Deductions: 

Fixed  Charges  of  Subsidiary  and  Affiliated  Companies   567,931.34 

Net  Income    866,429.27 

Fixed  Charges  of  Associated  Company 

Interest  on  Bonds   $76,623.89 

Interest  on  Floating  Debt   53,007.92 

Amortization  of  Debt  Discount  and  Expense   8,464.01  138,095.82 

Net  Income  available  for  Renewal  and  Replacement  Reserves,  Dividends 

and  Surplus    728.333.45 

Less:  Reserve  for  Renewals  and  Replacements   220,642.56 

Surplus  available  for  dividends   507,690.89 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

and  Subsidiary  and  Affiliated  Companies 

Consolidated  Balance  Sheet  at  July  31,  1924 

ASSETS 

Plant  and  Properties   $26,905,644.96 

Investments    232,873.97 

Current  Assets: 

Cash   $3,771,918.94 

Notes  Receivable    165,857.56 

Accounts  Receivable    1,086,161.50 

Materials  and  Supplies   792,739.70  5,816,677.70 

Misc.  Temporary  Debits: 

Prepayments    112,949.95 

Unamortized  Debt  Discount  and  Expense   2,641,474.23 

Suspense    184,408.76  2,938,832.94 

Total  Assets    35,894,029.57 

LIABILITIES 

Capital  Stock: 

Common  (1  10,000  shares)   $3,300,000.00 

Preferred  (69,746  shares)  $3,487,300.00 

Less  held  inter-corporately  (3,865  shares)   193,250.00 

3,294,050.00 

Subscriptions,  4,026  shares                                 201.300.00  3,495.350.00 

Interest  Bearing  Scrip   168,300.00 

Stocks  of  Subsidiary  and  Affiliated  Companies 
held  by  public: 

Common    1,171,250.73 

Preferred                                           483,513.35  1,654,764.08  8,618,414.08 

Funded  Debt: 

30  Year  6Yi%  Convertible  Secured  Bonds  due 

1954   3,500,000.00 

Funded  Debt  of  Subsidiary  and  Affiliated  Com- 
panies held  by  public   14,003,612.00  17,503,612.00 

Notes  Payable  Secured  by  Marketable  Securities  1,705,434.00 

Current  Liabilities: 

Notes  Payable — Unsecured    662,276.63 

Accounts  Payable   910,014.86 

Accrued  Interest    226,391.82  1,798,683.31 

Other  Unfunded  Debt: 

Consumers  Deposits   519,138.07 

Ticket  Liability    9,116.83 

Obligation  Under  Option   429,240.00  957,494.90 

Reserves: 

Accrued  Amortization  of  Capital   1,683,161.80 

Other  Optional  Property  Reserves   548,771.43 

Reserve  for  Tax  Liability   354,880.92 

Other  Optional  Reserves   262,828.03  2,849,642.18 

Surplus  : 

Capital  Surplus    369,575.15 

Provision  for  Preferred  Dividends   21,443.42 

Proportion  of  surplus  of  Subsidiary  and  Affiliated  Companies 
applicable  to  capital  stock  of  those  companies  not  owned  by 

Associated  Gas  &  Electric  Company   119,934.05 

Surplus  Appropriated  for  Future  Dividends  on  Preferred  Stock .  .  280,07 1 . 35 

Free  Surplus    1,879,489.78 

2,670,513.75 

Less  excess  of  asset  value  of  securities  of  Subsidiary  and  Affiliated 

Companies  over  amount  stated  by  them  as  liabilities  therefor .  ..       209,764.65  2,460,749.10 


Total  Liabilities 


35,894,029.57 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
and  Subsidiary  and  Affiliated  Companies 


Consolidated  Income  Statement  for  Twelve  Months  ended 
July  31,  1923 


Operating  Revenues   $2,928,002.90 

Operating  Expenses,  Maintenance  and  Taxes   1,921,033.04 

Net  Earnings   1,006,969.86 

Other  Income   1 1,589.22 

Gross  Income   1,018.559.08 


Deductions: 

Fixed  charges  of  Subsidiary  and  Affiliated  Companies   376,332.85 

Net  Income   642,226.23 

Fixed  Charges  Associated  Company 

Interest  on  Bonds   103,716.65 

Interest  on  Floating  Debt   42,154.13 

Amortization  of  Debt  Discount  and  Expense   10,127.37  155,998.15 

Net  Income  available  for  Renewal  and  Replacement  Reserves,  divi- 
dends and  surplus   486,228.08 

Less:  Reserve  for  Renewals  and  Replacements   146,723.82 

Surplus  available  for  dividends   $  339,504.26 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


and  Subsidiary  and  Affiliated  Companies 
Consolidated  Balance  Sheet  at  July  31,  1923 


ASSETS 

Plant  and  Properties  

Investments   

Syndicate  Participation  

Current  Assets: 

Cash  

Marketable  Securities  

Materials  and  Supplies  

Notes  Receivable  

Accounts  Receivable  

Misc.  Temporary  Debits: 

Prepayments   

Unamortized  Debt  Discount  and  Expense . 

Suspense   

Total  Assets  


$12,956,617.43 
54,904.50 
393,713.81 


LIABILITIES 

Capital  Stock: 

Common  (60,000  shares)  

Preferred  (39,359  shares)  .$  1 ,967,950.00 
Less  in  treas.  or  under  contract  (48,600.00 

Subscriptions  (1901  shares)  

Interest  Bearing  Scrip  

Non-Interest  Bearing  Scrip  


419,670.14 
245,146.99 
35  7,315.89 
92,023.02 
380,730.38 

27,308.32 
1,268,188.30 
58,925.36 


$2,400,000.00 


1,494,886.42 


J  354.42 1.98 
16,254,544.14 


1,819,350.00 
05  050.00 


Stocks  of  Subsidiary  and  Affiliated  Companies 
held  by  public: 

Common    230,766.67 

Preferred    601,300.00 

Funded  Debt: 

First  Mortgage  Collateral  Trust  5's  due  July  1 
1939   

Sinking  Fund  Gold  6's  due  Jan.  I,  1941  ...  . 
Collateral  Trust  Debenture  6's  due  Sept.    1 , 

1949   

Funded  Debt  of  Subsidiary  and  Affiliated  Com- 
panies beld  by  public  

Notes  Payable  Secured  by  Marketable  Securities 
Current  Liabilities: 

Notes  Payable — Unsecured  

Accounts  Payable  

Accrued  Interest  

Other  Unfunded  Debt: 

Consumers  Deposits  

Syndicate  Participation  

Reserves: 

Accrued  Ajnortization  of  Capital  

Reserve  for  Tax  Liability  

Other  Optional  Reserves  

Surplus: 

Capital  Surplus  

Provision  for  Preferred  Dividends  

Proportion  of  surplus  of  Subsidiary  and  Affiliated  Companies 
applicable  to  capital  stock  of  those  companies  not  owned  by 
Associated  Co  

Proportion  of  surplus  applicable  to  securities  of  Associated  Co. 

Excess  of  Par  or  Stated  Value  of  Securities  of  Subsidiary  and 
and  Affiliated  Companies  owned  over  the  par  value  at  which 
such  securities  are  carried  on  the  books  of  the  Associated  Co. 

Total  Liabilities:  


1,914,400.00 
68,400.00 
2,971.42 


832,066.67  5,217,838.09 


223,000.00 
1,022,500.00 

71,000.00 

4.384,000.00 


1,150,724.10 
457,851.41 
81,473.65 

107,956.13 
370,463.81 

760,166.91 
108,088.62 
261,961.05 

1  79.590.86 
14.773.09 


21.183.89 
873,326.69 


5.700,500.00 
657,050.00 


1,690,049.16 
478,419.94 

1,130,216.58 


291,595.84  1,380,470.37 
16.254,544.14 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
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ANNUAL  REPORT 
OF  THE 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


TO  THE  STOCKHOLDERS  OF 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY: 

The  Board  of  Directors  herewith  submits  its  annual  report  for  the  year  ended  December 
31,1 924,  with  statements  showing  the  income  account  and  financial  condition  of  the  Company. 

TERRITORY 

The  Company  has  during  1924,  either  directly  or  through  interests  affiliated  with  it,  ma- 
terially extended  the  territory  in  which  service  is  rendered  by  its  operating  subsidiaries.  The 
most  important  territorial  unit  so  added  is  Staten  Island,  one  of  the  boroughs  of  New  York 
City,  which  has  every  prospect  of  more  rapid  development  in  the  immediate  future  than  any 
other  part  of  the  metropolitan  district.  Other  important  additions  include  a  group  of  adjacent 
plants  and  distribution  systems  in  what  is  known  as  the  Harlem  Valley,  east  of  the  Hudson 
River,  the  connecting  systems  being  mostly  situated  along  the  line  of  the  Harlem  division  of 
the  New  York  Central  Railroad  for  a  distance  of  over  one  hundred  miles  from  southern 
Rensselaer  county  to  northern  Westchester  county;  a  group  of  properties  in  the  neighborhood 
of  Buffalo,  New  York;  twelve  plants  in  northern  Tennessee  which  were  acquired  from  mu- 
nicipalities that  previously  owned  and  operated  them ;  the  Portsmouth  Power  Company 
which  renders  service  in  the  city  of  Portsmouth,  New  Hampshire,  and  in  adjacent  territory 
in  southeastern  New  Hampshire  and  Maine;  and  the  Middlesex- Hoi  lis  properties  in  north- 
eastern Massachusetts  and  southern  New  Hampshire. 

OPERATING  PROPERTIES 

At  the  close  of  the  year  1924  the  New  York  properties  rendered  electric,  gas,  and/or 
water  service  to  more  than  1 03,524  consumers  in  293  communities  throughout  the  State,  the 
population  served  being  in  excess  of  427,000.  The  New  York  operating  properties  include 
15  steam  and  7  hydro-electric  power  stations  with  generating  capacity  of  more  than  47,800 
K.  W.  and  774  miles  of  electric  high  tension  transmission  lines;  also  8  gas  plants  with  a 
daily  capacity  of  3,230,000  cubic  feet  and  158  miles  of  mains. 


The  Kentucky-Tennessee  properties  rendered  electric,  gas,  and/or  water  service  to  over 
1  7,650  consumers  in  42  communities  in  agricultural  districts  in  Kentucky  and  Tennessee  hav- 
ing a  population  of  more  than  1 00,000.  The  properties  include  5  electric  power  stations  with 
a  generating  capacity  of  7,735  K.  W.  and  214  miles  of  high  tension  transmission  lines;  4  gas 
plants  with  a  daily  capacity  of  605,000  cubic  feet  and  61  miles  of  gas  mains.  The  Ken- 
tucky-Tennessee properties  also  supply  electricity  to  connected  distributing  companies  over 
47  miles  of  transmission  lines  owned  by  such  companies. 

The  Southeastern  Massachusetts  properties  distribute  electricity  to  more  than  6,972 
consumers  in  73  communities  on  Cape  Cod  and  Martha's  Vineyard  serving  a  population 
estimated  at  23,000.  The  properties  include  a  steam  generating  plant  of  850  K.  W.  capac- 
ity located  on  Martha's  Vineyard  and  72  miles  of  high  tension  transmission  lines.  Electric 
energy  distributed  on  the  Cape  Cod  mainland  is  all  purchased  from  a  neighboring  company 
under  a  mutually  advantageous  contract. 

The  New  Hampshire  properties  distribute  electricity  to  more  than  7,429  consumers  in 
1 3  communities  in  Southeastern  New  Hampshire,  Northern  Massachusetts  and  Maine,  serving 
a  population  estimated  at  37,000.  The  properties  include  a  steam  generating  plant  of  15,500 
K.  W.  capacity  located  in  Portsmouth  at  tidewater,  and  1 09  miles  of  high  tension  transmis- 
sion lines.  The  Company  sells  a  large  amount  of  its  output  to  other  electric  distributing  com- 
panies under  favorable  contracts. 

The  Van  Wert  Gas  Light  Company  in  Ohio  supplies  gas  to  1,773  consumers  in  the 
City  of  Van  Wert  with  a  total  population  of  8,100,  owns  an  oil  gas  plant  with  a  daily 
capacity  of  600,000  cubic  feet  and  23  miles  of  gas  mains.  The  Associated  Gas  and  Electric 
Company  controls  one  other  Ohio  property,  that  of  the  Greenville  Gas  Light  Company,  which 
is  leased  on  satisfactory  terms  to  the  Jantha  Light  and  Fuel  Company. 


EARNINGS 

The  income  account  for  the  calendar  year  1924  shows  a  marked  improvement  in  gross 
and  net  earnings  over  the  preceding  years  1923  and  1922,  as  is  indicated  by  the  Comparative 
Consolidated  Condensed  Income  Statements  for  the  past  three  years.  The  1 924  income  ac- 
count, however,  understates  the  full  earning  power  of  the  property  for  two  reasons.  In  the 
first  place  it  includes  earnings  and  expenses  of  properties  acquired  during  the  year  only  from 
the  date  of  acquisition  to  the  end  of  the  year.  In  the  second  place  it  includes  the  greater  part 
of  the  full  interest  and  dividends  upon  securities  the  proceeds  of  which  have  been  expended  in 
new  construction  mostly  still  unproductive  at  the  close  of  the  year. 


— Calendar  Years— 

Gross  Earnings: 

1924 

1923 

1922 

Electric  j 

i4.496.650.05 

$2,561,156.15 

$1,832,129.60 

668,857.95 

639,569.54 

61 1,756.08 

Miscellaneous   

147.109.71 

62,631.09 

335,787.87 

Total   $5,312,617.71 

$3,263,356.78 

$2,779,673.55 

Operating  Expenses,  Maintenance  and  Taxes  

3,786,620.66 

2,154,740.43 

1,894,339.86 

i  1,525,997.05 

$1,1  Uo,o  1  O.JJ 

$  OOJ.JJJ.OV 

345,955.33 

712  71  ft  2ft 

76  745  60 

il, 871, 952. 38 

<fc  1  399  3?A  M 

<fc    QA9  H7Q  9Q 

Less  Fixed  Charges  and  other  deductions  of  Sub- 

866,195.22 

:5UO„£  1  4.  J  1 

Net  Income  for  Associated  Company  $1,005,757.16 

$  000,661.26 

$  653,864.78 

Fixed  Charges  and  other  deductions  of  Associated 

Company : 

*  Interest  on   First   Mortgage   Bond   and  Stock 

Collateral  Trust  5%  Gold  Bonds  

4.318.48 

10,712.35 

64,776.39 

*  Interest   on   Collateral   Trust    6%  Debenture 

1.582.15 

5,129.66 

8,461 .33 

^'Interest  on  6%  Sinking  Fund  Bonds  

36,772.00 

62,617.39 

62,232.73 

Interest  on  6'/2%  Secured  Gold  Bonds  due  1954 

105,895.83 

Interest  on  Floating  Debt  

79,486.60 

42,698.43 

16,153.13 

Amortization  of  Debt  Discount  and  Expense.  .  .  . 

17.837.10 

8,289.88 

12,020.88 

Total  Fixed  Charges  and  other  deductions  of  Asso- 

i  245,892.16 

$  129,447.71 

$  163,644.46 

Net  Income  available  for  Renewals  and  Replace- 

;  759,865.00 

$  757,213.55. 

$  490,220.32 

Less:  Reserved  for  Renewals  and  Replacements.  .  . 

289,414.19 

179,822.10 

125.046.06 

Income  available  for  Dividends  3 

i  470.450.81 

$  577,391.45 

$  365,174.26 

Dividends  on  Preferred  Stock  

284,371.75 

119,459.09 

62,979.47 

(*)  These  bonds  were  retired  during  1924  from  the  proceeds  of  the  sale  of  the 
6]/2%  Secured  Gold  Bonds. 


OPERATING  CONDITIONS 

The  large  increase  in  earnings  over  those  of  the  previous  year  was,  of  course,  due  in 
part  to  the  additional  earnings  accruing  from  the  properties  acquired  during  the  year,  and,  in 
part,  to  larger  revenues  and  operating  economies  for  the  properties  previously  owned.  A 
very  favorable  feature  of  the  Company's  operations  is  that  88%  of  its  net  earnings  comes  from 
electric  light  and  power.  The  remainder  is  divided  equally  between  gas  and  miscellaneous 
services.  Interconnection  of  the  various  plants  and  more  concentrated  administration  has  re- 
sulted in  many  economies  and  still  more  are  planned  or  in  progress. 

CONSTRUCTION 

The  plant  and  property  account  (Fixed  Capital)  shows  on  the  Consolidated  Balance 
Sheet  hereto  appended  a  balance  at  the  close  of  the  year  of  $52,885,21 1.29.  During  the 
year  the  book  values  of  properties  were  adjusted  to  bring  them  into  agreement  with  present 


values  based  on  appraisals  made  by  competent  engineers.  The  largest  new  construction  proj- 
ects undertaken  during  the  year  were  the  increase  in  the  generating  capacity  of  the  Staten 
Island  Edison  Corporation  through  the  installation  of  a  new  15,000  K.  W.  generator  and 
auxiliary  boiler  and  transformer  equipment  required  to  meet  the  power  demand  created  by 
the  electrification  of  the  Staten  Island  Rapid  Transit  Railway,  which  is  controlled  by  the 
Baltimore  and  Ohio  Railroad  Company,  and  the  construction  of  high  tension  transmission  lines 
in  the  New  York  State,  Massachusetts,  and  Kentucky  and  Tennessee  territories.  The  reserve 
against  losses  from  anticipated  future  retirements  amounted  at  the  close  of  the  year  to  $5,302,- 
581.32  or  almost  exactly  10%  of  the  plant  and  property  account. 

FINANCIAL 

During  1924  most  of  the  junior  financing  for  the  operating  properties  was  met  through 
the  sale  of  preferred  stock  of  the  Associated  Gas  and  Electric  Company,  chiefly  to  consumers 
and  employees.  During  the  year,  24,6 1 6  shares  of  this  stock  were  sold,  representing  an  addi- 
tion to  stated  capital  of  $1,230,800.  The  amount  of  stock  so  sold  was  approximately  the 
same  as  during  1923,  and  so,  likewise,  was  the  cost  of  distribution,  that  is,  about  3%  of  the 
total  addition  to  stated  capital. 

Reference  was  made  in  last  year's  report  to  the  new  senior  financing  through  which  all 
the  previous  bond  issues  of  the  Company  were  retired.  At  the  end  of  1924  the  Company's 
funded  debt  consisted  of  $4,000,000  face  amount  of  six  and  one-half  per  cent  secured  gold 
bonds  due  1 954.  It  is  anticipated  that  under  the  new  indenture  securing  such  bonds,  the  fu- 
ture needs  for  senior  financing  can  be  advantageously  met. 

While  the  total  current  liabilities  amount  to  $14,741,574.89,  substantially  all  of  the 
"Notes  payable"  and  "Purchase  contract  obligations",  which  two  items  make  up  nearly 
twelve  millions  of  the  fourteen  millions  of  current  liabilities,  constituted  temporary  obliga- 
tions incurred  in  connection  with  the  acquisition  of  new  properties  that  since  the  terminal  date 
of  this  report  have  been  funded  through  the  issue  of  capital  securities. 

FINANCIAL  CONDITION 

A  condensed  consolidated  balance  sheet  of  the  Company  and  its  affiliated  companies 
showing  the  financial  condition  at  December  31,1 924,  is  annexed  hereto.  Such  Balance  Sheet, 
however,  does  not  give  effect  to  the  contract  signed  December  31,  1924,  pursuant  to  which 
200,000  shares  of  Class  A  Stock  were  sold  to  the  public  on  January  8,  1925,  at  $26  per 
share,  nor  to  a  large  amount  of  preferred  stock  sold  early  in  1 925  to  liquidate  current  in- 
debtedness. 

As  heretofore,  the  books  of  account  of  your  company  have  been  audited  by  Messrs. 
Haskins  &  Sells,  Certified  Public  Accountants,  whose  certificate  forms  part  of  this  report. 

Respectfully  submitted, 

J.  I.  Mange, 
President. 


BY  ORDER  OF  THE  BOARD  OF  DIRECTORS. 


HASKINS  &  SELLS 
CERTIFIED  PUBLIC  ACCOUNTANTS 


37  West  39th  Street 
New  York 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

CERTIFICATE 

We  have  audited  the  books  and  accounts  of  the  Associated  Gas  and  Electric  Company 
for  the  year  ended  December  1,  1924;  have  received  the  reports  made  by  the  J.  G.  White 
Management  Corporation  covering  audits  for  the  same  period  of  ycur  subsidiary  and  affili- 
ated companies  acquired  subsequent  to  January  1,  1924;  and  have  prepared  therefrom  the 
accompanying  Condensed  Consolidated  Balance  Sheet  at  December  31,1 924,  and  Consoli- 
dated Statement  of  Income  and  Profit  and  Loss  for  the  year  ended  that  date  (including  in- 
come of  companies  acquired  during  the  year  from  approximate  dates  of  acquisition) . 

Haskims  &  Sells. 


New  York,  May  21,  1925. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Condensed  Consolidated  Balance  Sheet  December  31.  1924 

ASSETS 

Fixed  Capital   $52,885,21 1.29 

Investments   1,403,560.91 


Current  Assets: 


Cash  

Special  Deposits  

Notes  Receivable  

Accounts  Receivable — Net  

Due  from  Subscribers  to  Capital  Stock  

Due  from  Subscribers  to  Cape  and  Vineyard  Ele 

Convertible  Extension  Loans  

Materials  and  Supplies  

Accrued  Interest  and  Dividends  Receivable  

Total  Current  Assets  

Deferred  Debit  Items: 

Unamortized  Debt  Discount  and  Expense  

Taxes  Paid  in  Advance  

Prepaid  Interest  

Insurance  Premiums,  Unexpired  Portion  

Miscellaneous  Prepayments,  and  Items  in  Suspense 

Total  Deferred  Debit  Items  


 $2,872,714.82 

  1,201,290.37 

  164,057.28 

  1,581,412.83 

  478,818.93 

ctric  Company 

  45,992.54 

  1,100,900.86 

  5.780.58 


.$2,732,998.87 
57,411.95 
14,590.71 
36,370.90 

.  408,983.04 


7,450,968.21 


3,250,355.47 


Total  Assets 


$64,990,095.88 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

Condensed  Consolidated  Balance  Sheet  December  31,  1924 

LIABILITIES 

Capital  Stock — Associated  Gas  &  Electric  Company: 

Preferred  (No  Par  Value,  Stated  at  Liquidation  Value  of  $50 

Share)   $4,451,650.00 

Preferred— Subscribed  Not  Issued   699,800,00 

Common  (No  Par  Value)— Stated  Value   6,600,000.00 

Cape  and  Vineyard  Electric  Company  6%  Convertible  Extension 

Loans   230,600.00 

Total  Capital  Stock,  Associated  Gas  &  Electric 

Co   $11,982,050.00* 

Capital  Stock — Subsidiary  and  Affiliated  Companies: 

Preferred   $2,608,500.00 

Common   1,183,273.00 

Total  Capital  Stock,  Subsidiary  and  Affiliated 

Co.'s    3,791,773.00 

Funded  Debt: 

Associated  Gas  and  Electric  Company   4,000,000.00 

Subsidiary  and  Affiliated  Companies  16,452,900.00 

Total  Funded  Debt   20,452,900.00 

Current  Liabilities:  * 

Notes  Payable    6,170,900.79 

Accounts  Payable   1,155,177.51 

Consumers'  Deposits    627,228.41 

Dividends  Payable   46,066.46 

Purchase  Contract  Obligations   5,799,4 1  7.44 

Rent  Payable   60,388.70 

Accrued  Accounts : 

Interest    429,334.77 

Taxes   419,829.70 

Insurance    10.338.70 

Wages    10,450.58 

Other    12,441.83 

Total  Current  Liabilities   14,741,574.89* 

Reserves: 

Retirements  $5,302,581.32 

Federal  Taxes   20,000.00 

Dividends    167,658.59 

Amortization  of  Intangible  Assets   48,445.72 

Other    899,910.18 

Total  Reserves    6,438,595.81 

Deferred  Credit  Items  : 

Contribution  for  Extensions   36,106.17 

Unadjusted  Credits   62,248.20 

Other    78,556.91 

Total  Deferred  Credit  Items   1 76,91 1 .28 

Surplus  : 

At  January  1 ,  1 924,  or  at  approximate  dates  of  acquisition  of 
subsidiary  and  affiliated  companies  acquired  during  the  year 
(including  corporate  surplus  and  Capital  Surplus  arising  from 
appraisals  of  property,  etc.)  1  3,322,543.33 

Profit  and  Loss  Surplus  for  the  period  ended  December  31,1  924  4,901 ,644.34 

Total  18,224,187.67 

Less  excess  of  book  value  of  securities  of  subsidiary  and  affiliated 

companies  over  Par  or  Stated  Value  10,817,896.77 

Remainder — Surplus   7,406,290.90 

Applicable  to  stock  of  Associated  Gas  and  Electric  Company.  .  .  4,791,781 .89 
Applicable  to  stock  of  subsidiary  and  affiliated  companies  held  by 

the  public    2,614,509.01 

Total   $64,990,095.88 

•The  foregoing  Balance  Sheet  does  not  give  effect  to  the  sale  December  31,  1924,  ol  200,000  Shares  of  Class  A  Stock  paid  for  in 
January,  1925.  and  proceeds  used  to  pay  current  liabilities. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

General  Statistics  of  Operating  Companies 


The  figures  for  earnings  and  output  below  are  for  the  full  year  of  the  properties 
operated  at  December  31,  1924.  The  revenue  figures  therefore  differ  from  those  given 
in  the  income  account  as  the  latter  include  only  earnings  of  the  various  properties  since  the 
date  of  their  acquisition  by  or  for  the  Associated  Gas  and  Electric  Company. 


Electric  Department:  ]924 

Gross  Revenue  from  Sales  of  Current   $7,327,655.51 

Number  of  Customers   116,007 

Miles  of  Transmission  Lines    824 

Current  Sold  and  Used  by  Company  (K.  W.  H.)    144,731.102 

Gross  Revenue  per  K.  W.  H.  Sold  and  Used   5.06  Cents 


Gas  Department: 

Gross  Revenue  from  Sale  of  Gas   $  838,407.93 

Number  of  Customers   19,667 

Miles  of  Main  (3"  Equivalent)   317 

Gas  Sold  and  Used  by  Company  (Cubic  Feet)   515,271,300 

Gross  Revenue  per  1,000  Cubic  Feet  Sold  and  Used   $  1.63 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


Comparative  Consolidated  Income  Statement  for 
Twelve  Months  ended  August  31,  1925,  and  December  31,  1924, 
of  Company  and  Subsidiary  and  Affiliated  Companies. 


(Including  Income  from  recently  acquired  properties  since  dates  of  Acquisition  only)* 


12  Months 

1 2  Months 

Aug.  31.  1925 

Dec.  31,  1924 

Increase 

Gross  Earnings: 

Electric   • 

$  9,565,853.20 

$4,496,650.05 

$5,069,203.15 

Gas   

931,141.82 

668,857.95 

262,283.87 

Miscellaneous   

2,01 1 ,942.67 

147,109.71 

1,864,832.96 

Total   

$12,508,937.69 

$5  3!  7  61  7  71 

*7  1  QA  3 1 Q  QR 
<p/  ,  1  yO,J  1  y.yo 

Operating  Expenses,  Maintenance  and  Taxes  

7,780,496.43 

3,786,620.66 

3,993,875.77 

Net  Earnings  

i  4,728,441.26 

$1,525,997.05 

$3,202,444.21 

Other  Income  

414,552.56 

345,955.33 

68,597.23 

Gross  Income   1 

i  5,142,993.82 

$1,871,952.38 

$3,271,041.44 

Deductions: 

Fixed  Charges  and  other  deductions  of  Sub- 

2,221,934.67 

OOO,  1  yj.LL 

1           73Q  AX, 

Net  Income  for  Associated  Company  $  2,921,059.15 

$1,005,757.16 

$1,915,301.99 

Fixed  charges  and  other  deductions  of  Associated 

Company 

Interest  on  Bonds  ! 

f  489.123.55 

$  148,568.46 

$  340,555.09 

Interest  on  Floating  Debt  

226,945.21 

79,486.60 

147,458.61 

Amortization  of  Debt  Discount  and  Expense.  . 

40,949.02 

17,837.10 

23,1 1 1.92 

Total   : 

f     757,01  7.78 

$  245,892.16 

$  511,125.62 

Net  Income  Available  for  Renewal  and  Replace- 

ment Reserves,  Dividends  and  Surplus  '. 

i  2,164,041.37 

$  759,865.00 

$1,404,176.37 

Less:  Reserved  for  Renewals  and  Replacements 

780,735.00 

289,414.19 

491,320.81 

t  1,383,306.37 

$  470,450.81 

$  912,855.56 

Dividends  on  Preferred  Stocks  

574,013.56 

284,371.75 

289,641.81 

I  809,292.81 

$  186,079.06 

$  623,213.75 

*Gross  earnings  for  the  full  twelve  months  period  of  all  properties  now  operated  including  Penn  Public  System 
approximate  $24,500,000  annually. 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

Incorporated  in  1906 


Officers 

J.I.  Mange,  President  New  York 

H.  C.  Hopson,  Vice-President  and  Treasurer  New  York 

S.  J.  Magee,  Vice-President  and  General  Manager .     .     .     .      New  York 

H.  D.  Fitch,  Vice-President  Bowling  Green,  Ky. 

J.  M.  Daly,  Vice-President  New  York 

O.  E.  Wasser,  Comptroller  and  Assistant  Secretary-Treasurer  Ithaca,  N.  Y. 
M.  C.  O'Keeffe,  Secretary  and  Assistant  Treasurer  .  .  .  New  York 
G.  M.  Michel,  Assistant  Treasurer  New  York 


directors 


Charles  W.  Beall  .    .    .     New  York 

Harris,  Forbes  &  Company 

Frederick  S.  Burrouchs  .     New  York 

Harris,  Forbes  &l  Company 

John  M.  Daly    ....     New  York 

Vice-President 

Henry  D.  Fitch  .     .  Bowling  Green,  Ky. 
Vice-President 

Frederick  T.  Hepburn     .     New  York 
H.  D.  Walbridge  Co.,  Inc. 


Howard  C.  Hopson  .    .     .     New  York 

Vice-President  and  Treasurer 

Sanford  J .  Magee  .     .  New  York 

Vice-President  and  General  Manager 

John  I.  Mange   ....     New  York 

President 

John  Nickerson  ....     New  York 

John  Nickerson  6;  Company 

Faris  R.  Russell    .    .  New  York 

Vice-President 
National  Bank  of  Commerce  in  New  York 


Financial  Office,  61  Broadway,  New  York  City 
Principal  Office     .         .     Ithaca,  New  York 


The  J.  G.  White  Management  Corporation 

Operating  Managers 

33  Liberty  Street,  New  York  City 
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ELECTRIC  SYSTEM 


transfer  Agents  for  Gapital  Stocks 


Class  A  and  All  Preferred  Stock  Except  Original  Series 
The  Seaboard  National  Bank  of  the  City  of  New  York,  1 1 5  Broadway,  New  York  City 

Common  Stock  and  Original  Series  Preferred  Stock 
F.  E.  Taylor  and  W.  L.  Freund,  Room  201 5,  61  Broadway,  New  York  City 


Class  A  Stock 
National  Bank  of  Commerce  in  New  York 


Common  Stock 

The  J.  G.  White  Management  Corporation,  33  Liberty  Street,  New  York 


Original  Series  Preferred  Stock 
Irving  Bank-Columbia  Trust  Company 

$6  Dividend  Series  Preferred  Stock 
The  Chase  National  Bank  of  the  City  of  New  York 

$6.  50  Dividend  Series  Preferred  Stock 
Chemical  National  Bank 

$7  Dividend  Series  Preferred  Stock 
The  Bank  of  America 


Secured  Gold  Bonds 
The  Chase  National  Bank  of  the  City  of  New  York 


Perpetual  Convertible  Debenture  Bonds 
National  Bank  of  Commerce  in  New  York 


NEW  TURBINE 
NOW  BEING  ADDED 
TO  FRONT  ST.  STATION 
ERIE.  PA. 
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c^Cnnual  {Report  of  the  £Board  of  directors 


OF 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

TO  THE  STOCKHOLDERS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1925 

To  the  Stockholders  of 

Associated  Gas  and  Electric  Company: 

<   •,  the  Board  of  Directors  herewith  submits  this  annual  report  covering 


transactions  of  the  year  ended  December  3 1 ,  1925,  with  income  account 


^  for  the  year  and  balance  sheet  showing  the  financial  condition  of  the 
Company  at  that  date.  There  are  also  included  some  comments  on  develop- 
ments since  the  annual  report  for  the  previous  year  was  presented  and  there 
is  appended  as  a  special  section  of  the  report  a  "Year  Book  "  giving  a  descrip- 
tion of  the  properties  in  the  Associated  System  with  illustrations  and  map. 


As  you  are  all  aware  the  year  1925  witnessed  a  notable  addition  to  the 
properties  in  the  Associated  System  through  the  acquisition  of  the  electric 
light  and  power  properties  serving  Manila,  P.  I. ;  and  the  group  of  properties 
in  Western  Pennsylvania,  known  as  the  Penn  Public  System.  The  annual 
gross  earnings  from  operation  of  the  properties  in  the  Associated  System  at 
the  end  of  1925  were  more  than  two  and  one-half  times  the  corresponding 
earnings  of  the  properties  so  included  in  1924.  Most  of  the  increase  is  ob- 
viously attributable  to  the  Pennsylvania  and  Manila  acquisitions,  although 
a  number  of  other  properties  were  added  to  the  System.  The  "Year  Book" 
section  of  this  report  is  devoted  to  a  description  of  all  the  major  operating 


EXPANSION 


I'J 
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units  or  territorial  subdivisions  which  are  now  embraced  within  the  Asso- 
ciated System,  giving  particulars  of  population  served,  number  of  consumers, 
statistics  of  plant  capacity,  etc.,  as  at  the  end  of  1925. 

NEW  CONSTRUCTION 

Since  the  last  annual  report,  the  1 5,000  kilowatt  addition  to  the  generating 
capacity  of  the  Staten  Island  plant  which  was  referred  to  in  that  report  as 
under  construction  has  been  completed.  It  has  been  found  necessary  to  begin 
the  construction  of  another  15,000  kilowatt  generating  unit  and  auxiliary 
apparatus  to  take  care  of  the  rapidly  increasing  demand  for  electric  service 
in  Staten  Island,  N.  Y.  Another  important  construction  project  now  under 
way  is  a  new  gas  plant  at  Ithaca,  N.  Y.,  with  a  daily  capacity  of  one  and  a 
half  million  cubic  feet,  and  two  new  holders,  one  of  500,000  and  the  other  of 
100,000  cubic  feet  capacity. 

The  Clarion  River  Hydro-Electric  Plant  in  the  Penn  Public  System,  with 
an  installed  capacity  of  about  24,000  horse  power,  had  just  been  completed 
when  your  Company  acquired  that  group  of  properties.  Since  then  the  dam 
and  power  plant  on  the  Youghiogheny  River  in  Pennsylvania  has  been  com- 
pleted and  is  now  in  operation,  adding  another  24,000  horse  power  of  hydro- 
electric capacity  to  the  System. 

A  110,000  volt  transmission  line  from  the  Clarion  River  Hydro-Electric 
Power  Plant  to  Erie,  Pennsylvania,  a  distance  of  about  75  miles,  which  was 
under  construction  when  your  Company  acquired  the  "Penn  Public"  prop- 
erties, has  been  completed,  and  work  on  the  substations,  including  one  of 
7,500  kilowatt  capacity  at  Erie,  is  progressing  rapidly  to  a  successful  con- 
clusion. A  substation  at  Piney,  Pennsylvania,  with  a  1 5,000  kilowatt  capacity 
permitting  the  advantageous  interchange  of  power  with  the  West  Penn  Power 
Company  has  just  been  completed.  It  is  interesting  to  note  that  this  is  the 
last  link  necessary  to  complete  a  chain  of  electric  line  interconnections 
reaching  from  Boston  to  Chicago.  This  event  has  already  been  given  wide 
publicity. 

INTERCONNECTIONS 

Careful  studies  have  been  made  for  the  Associated  properties  to  determine 
the  most  economically  advantageous  methods  of  interconnection  and  some 
transmission  lines  have  recently  been  constructed,  in  accordance  with  plans 
so  determined  upon,  that  have  already  shown  results  in  improved  service  at 
lessened  cost.  A  particularly  good  illustration  is  the  93  miles  of  33,000-volt 
line  linking  up  a  number  of  previously  isolated  distribution  systems,  munici- 
pally or  privately  owned,  in  Kentucky  and  Western  Tennessee,  which  has 
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made  it  possible  to  shut  down  several  comparatively  inefficient  small  generat- 
ing plants.  The  66,000-volt  transmission  line  from  Hopkinsville  to  Bowling 
Green,  Kentucky,  has  similarly  resulted  in  marked  operating  economies. 
The  financial  effects  of  these  and  other  lines  will  be  reflected  to  a  much 
greater  extent  in  the  earnings  of  1926  and  subsequent  years  than  in  the 
figures  for  1925  submitted  with  this  report. 


The  demand  for  rural  line  extensions  is  increasing  greatly  and  it  is  the 
policy  of  the  management  to  meet  this  demand  wherever  it  is  economically 
feasible.  It  is  sometimes  difficult  to  decide  in  particular  cases  whether  the 
investment  cost  of  an  extension  will  be  out  of  proportion  to  the  value  of  the 
service  both  to  the  consumer  and  the  Company,  but  a  special  schedule  of 
rural  rates  has  been  worked  out  and  is  in  effect  for  most  properties  of  the 
Associated  System  which  shares  the  burden  of  the  investment  between  the 
operating  company  and  the  rural  consumer.  This  schedule  has  been  com- 
mended by  officials  of  a  leading  public  service  commission  and  has  been 
adopted  by  other  companies  for  use  in  their  own  territories.  It  appears  to  be 
meeting  satisfactorily  the  situation  created  by  the  remarkably  stimulated 
desire  for  electricity  on  the  farm. 


The  notes  and  obligations  outstanding  at  January  1,  1925,  which  were 
issued  or  incurred  in  the  acquisition  of  new  properties  in  1924,  were  liquidated 
in  part  through  the  proceeds  of  the  sale  of  200,000  shares  of  Class  A  Stock  in 
January,  1925.  $14,000,000  principal  amount  of  6%  secured  Gold  Bonds, 
due  1955,  were  sold  in  May,  1925. 

The  obligation  incurred  in  the  acquisition  of  the  Manila  property  in  May, 
1925,  was  provided  for  principally  through  the  issuance  of  6J^%  Perpetual 
Debenture  Certificates  aggregating  $9,200,000.  Certificates  for  $3,500,000 
of  this  issue,  are,  by  their  terms,  now  convertible  at  the  option  of  the  Com- 
pany into  Preferred  Stock  of  this  Company,  and  the  Company  will  ultimately 
have  the  same  option  for  the  remainder  of  the  issue.  It  is  not  planned  to 
exercise  this  option  in  the  immediate  future. 

In  August  and  September,  1925,  the  Company  sold,  with  the  assist- 
ance of  its  bankers,  to  its  stockholders,  consumers  and  the  general  public, 
192,500  b}4%  Interest  Bearing  Option  Warrants,  $95  full  paid,  aggregating 
$18,287, 500,  upon  which  the  face  amount  initially  paid  in  was  $35.  The  Com- 
pany had  the  right  to  call  the  remainder  in  installments  of  $10  per  call,  calls 
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to  be  made  not  more  often  than  at  ninety-day  intervals  after  January  5,  1926. 
The  proceeds  of  this  issue  were  principally  used  to  pay  for  the  "Penn  Public 
System,"  and  for  new  construction.  The  Option  Warrants  were  sold  to 
investors  at  $36  initial  payment,  and  are  convertible  when  full  paid  into  $6.50 
Dividend  Series  Preferred  Stock  or  into  6%  Perpetual  Debenture  Bonds, 
which  in  turn  are  convertible  at  the  holder's  option  into  $6. 50  Dividend  Series 
Preferred  Stock.  The  Option  Warrants  carried  detachable  certificates  en- 
titling the  holders  to  purchase  an  equivalent  number  of  shares  of  Common 
Stock  of  the  Company  at  specified  prices  up  to  September  1,  1930,  on  which 
date  the  certificates  become  void.  In  addition,  each  Option  Warrant  when 
full  paid  entitled  the  holder  to  one-half  share  of  Common  Stock. 

The  Company  continued  the  sale  of  its  Preferred  Stocks  both  through 
bankers  and  through  its  Customer  Ownership  Department,  principally  the 
latter,  and  during  1925  113,892  shares,  having  a  liquidation  value  of 
$8,963,600,  were  disposed  of. 

EARNINGS 

The  comparative  income  accounts  shown  on  the  opposite  page  continue 
to  reflect  large  increases  in  both  gross  and  net  earnings  and  in  the  amounts 
available  for  dividends.  It  should  be  borne  in  mind,  as  last  year's  report 
pointed  out,  that  the  income  account  by  no  means  indicates  the  full  earning 
power  of  the  properties  which  were  operating  as  part  of  the  Associated 
System  at  the  close  of  the  year  because  it  includes  earnings  and  expenses 
of  properties  acquired  during  the  year  only  from  the  date  of  such  acquisition 
to  the  end  of  the  year. 

FINANCIAL  CONDITION 

As  has  been  its  practice  for  many  years,  the  books  of  account  of  your 
Company  have  been  audited  by  Haskins  &  Sells,  Certified  Public  Account- 
ants, and  their  certificate  is  appended  hereto  with  a  Balance  Sheet  and  Income 
Account  prepared  by  them.  The  Balance  Sheet  consolidates  the  assets  and 
liabilities  of  all  the  properties  in  the  Associated  System  at  December  31,  1925. 
The  Consolidated  Income  Account  reflects  the  results  from  the  operation  of 
all  the  properties  in  the  Associated  System  during  1925,  but  for  properties 
acquired  during  the  year  includes  earnings  and  expenses  only  from  the  dates 
the  new  properties  were  acquired  to  the  close  of  the  year. 

Respectfully  submitted, 

J.I.  Mance, 

President 

By  Order  of  the  Board  of  Directors 
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COMPARATIVE  INCOME  ACCOUNTS 


1925  1924  1923  1922 

Cross  Earnings: 

Electric  $14,358,261.14  $4,496,650.05  $2,561,156.15  $1,832,129.60 

Gas                                                  1,209,817.34  668,857.95  639,569.54  611,756,08 

Transportation,  Water,    Heat  and 

Miscellaneous                              3.108,809.30  147,109.71  62.631.09  335,787.87 


Total  $18,676,887.78      $5,312,617.71      $3,263,356.78  $2,779,673.55 

Operating  Expenses,  Maintenance 
and  Taxes   11,080.384.03        3,497,206.47       2,154,740.43  1,894,339.86 


NetEarnings  $7,596,503.75  $1,815,411.24  $1,108,616.35  $885,333.69 

Other  Income                                    774,259.09  345,955.33  213,710.30  76,745.60 

Gross  Income  $8,370,762.84  $2,161,366.57  $1,322,326.65  $962,079.29 

Less  Fixed  Charges  and  Other 
Deductions  of  Subsidiary  and 

Affiliated  Companies                    3,477,743.81  866,195.22  435,665.39  308,214.51 

Balance  $4,893,019.03  $1,295,171.35  $886,661.26  $653,864.78 

Fixed  Charges  and  Other  Deduc- 
tions of  Associated  Company  : 

Interest  on  Funded  Debt                     $971,924.71  $148,568.46  $78,459.40  $135,470.45 

Interest  on  Floating  Debt  ....  505,322.27  79.486.60  42,698.43  16,153.13 
Amortization  of  Debt  Discount  and 

Expense                                             47,491.92  17,837.10  8,289.88  12,020.88 

Total  Fixed  Charges  and  Other 
Deductions  of  Associated  Com- 
pany $1,524,738.90  $245,892.16  $129,447.71  $163,644.46 


Net  Income  Available  for  Re- 
newals and  Replacement  Re- 
serves, Dividends  and  Surplus  .  $3,368,280.13      $1,049,279.19        $757,213.55  $490,220,32 

Less:  Reserved  for  Renewals  and 

Replacements   1.036,112.55  289,414.19  179,822.10  125,046.06 


Income  Available  for  Dividends  .  $2,332,167.58        $759,865.00        $577,391.45  $365,174.26 

Cumulative    Dividends    on  Pre- 
ferred Stock   828,673.77  284,371.75  119,459.09  62,979.47 


Balance  Available  for  Other  Divi- 
dends and  Surplus   $1,503,493.81         $475,493.25        $457,932.36  $302,194.79 

DEDUCT-Class  "A"  Priority  Dividends 
of  $2.00  per  share   456,496. 19 

Remainder  of  Income  for  Other 
Dividends  and  Surplus  $1,046,997.62 


ASSOCIATED   GAS  aJCZ-  ELECTRIC  SYSTEli 


HAS  KINS  a  SELLS 

CERTIFIED  PUBLIC  ACCOUNTANTS 


37  WEST  3Sr.  3TR 

NEW  YORK 


ASSOCIATED  OAS  AKD  EIBCTMO  COMPANY 
AMD  SOBSIDIAgf  AND  AFFILIATED  COMPANIES 


We  Save  audited  for  the  year  ended  Deoember  31,  192S, 
the  books  and  acoounts  of  the  Associated  Gas  and  Electric 
Company,  The  Manila  Electric  Corporation,  and  Manila  Electric 
Company  (the  latter  embracing  only  the  New  York  reoords); 
have  reviewed  reports  for  the  year  ended  December  31,  1925, 
on  the  audit  of  the  acoounts  of  the  several  subsidiary  and 
affiliated  companies  acquired  prior  to  January  1,  1925,  and 
for  various  periods  of  the  companies  acquired  subsequent  to 
January  1,  1925;  and  have  prepared  therefrom  the  accompany- 
ing Condensed  Consolidated  Balance  Sheet  at  December  31, 
1925,  and  Condensed  Consolidated  Income  Account  for  the  year 
ended  that  date  (including  income  of  companies  aoauired 
during  the  year  from  approximate  dates  of  acquisition). 


New  York, 

November  1,  1926. 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Income  Account  for  the  year  ended  December  31,  1925 

Income  for  Companies  acquired  during  the  year  is  included  only 
from  approximate  dates  of  acquisition  to  december  31,  1925 


OPERATING  REVENUE: 

Electric   $14,358,261.14 

Gas   1,209,817.34 

Transportation   2,181,692.84 

Water,  Heat,  Ice,  etc   927,116.46 


Total   $18,676,887.78 

Operating  Expenses,  Maintenance,  and  Taxes  (includ- 
ing Companies'  Accruals  for  Federal  Income  Tax  for  the 

Year  1925)   11,080,384.03 


OPERATING  INCOME   $  7,596,503.75 

Other  Income   774.259.09 


Gross  Income   $  8,370,762.84 

Deduct— Fixed  Charges  and  Other  Deductions: 
Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt  (less  Interest 

During  Construction)   $  1,908,365.87 

Amortisation  of  Debt  Discount  and  Expense   375,860.78 

Preferred  Stock  Dividends .  .  .  .    701,057.63 

Deduction  by  Company  for  Income  Applicable  to  Com- 
mon Stocks  of  Subsidiary  and  Affiliated  Companies 

held  by  the  Public   492,459.53  3,477,743.81 

Balance   $  4,893,019.03 

Associated  Gas  and  Electric  Company: 

Interest  on  Funded  and  Unfunded  Debt   $  1,477,246.98 

Amortization  of  Debt  Discount  and  Expense   47,491 .92 

Preferred  Stock  Dividends   828,673.77  2,353,412.67 


Balance   $  2,539,606.36 

Deduct — Provision  for  Renewals,  Replacements  and  Retire- 
ments (Depreciation)    1,036,112.55 


Balance   $  1,503,493.81 

Deduct— Class  "A"  Priority  Dividends  of  $2.00  per  share  .  456,496. 19 


Remainder  of  Income  for  Other  Dividends  and  Surplus  $  1 ,046,997.62 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Balance  Sheet,  December  31,  19X5 

Assets  Side 

Plant,  Property,  Franchises,  and  Cost  of  Acquirinc 

Capital   $185,337,470.65 

Unamortized  Debt  Discount  and  Expense   7,787,254. 44 

Investments  (Including  Investments  in  Subsidiary  and  Affil- 
iated Companies  other  than  those  included  in  the  Consoli- 
dation)   4,357,867.51 


Current  Assets  : 

Cash   $  3,663,129.37 

Special  Deposits   367,960.47 

Notes  Receivable   1  37,564.22 

Accounts  Receivable: 

Consumers,  Less  Reserve   $2,482,1 19.48 

Miscellaneous   341,613.54 

  2.823,733 . 02 

Due  from  Subscribers  to  Preferred  Stocks  and  to  Obliga- 
tions Convertible  into  Preferred  Stock   258,701 .96 

Due  from  Subscribers  to  Option  Warrants — Subject  to 

Call  after  January  5.  1926— Payable  in  Installments  .   .  8,697,272. 50 

Materials  and  Supplies   3,078,148.02 

Total  Current  Assets   1 9,006, 509 . 56 

Sinking  Funds  for  Retirement  of  Underlying  Bonds  .  145,434. 1 1 

Deferred  Charces: 

Prepaid  Expenses   $  331,272.30 

Miscellaneous  Items  in  Suspense   422,623 . 74 

Total  Deferred  Charges   753,896.04 


Total   $217,388,432.31 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Balance  Sheet,  December  31,  1925 


liabilities  Side 


Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric  Company: 
Preferred  Stocks — Stated  at  Liquidation 

Values  $14,116,550.00  ' 

Perpetual  Debenture  Certificates  and 
Obligations  Convertible  into  Pre- 
ferred Stock  by  Company    3,442,700.00 

Class  A  and  B  Stocks.  Liquidation  Val- 
ues, and  Common  Stock — Capital  and 

Surplus   28,346,666-89 

Total  Associated  Gas  and  Electric  Company  .   .   .  545,905,916.89 
Subsidiary  and  Affiliated  Companies: 

Preferred  Stocks— Issued  or  Issuable  .  $1 5,875,420.00  J 
Common  Stocks — Issued   or  Issuable 

and  Surplus  Applicable  Thereto  .   .      6,303,080.52  ' 

Total  Subsidiary  and  Affiliated  Companies  ....  22,178,500.52 

Total  Capital  Stock  and  Surplus   $68,084,417.41 

Funded  Debt —  Associated  Gas  and  Electric  Co. — 
Secured  Cold  Bonds: 

30-year  6j-£%,  Convertible  into  Pre- 
ferred Stock.  Series  due  1954  .   ...  $  1,803,700.00  v 

30-year  6%,  Series  due  1955    12,369,000.00  V 

Perpetual  Debenture  Bonds  and  Certifi- 
cates Convertible  into  Preferred  Stock.      4.063,300  00  " 

  $1 8,236,000 . 00  ' 

Subsidiary  and  Affiliated  Companies   70,862, 150  00  J 

Total  Funded  Debt   89,098,150.00 

6}'2%  Interest  Bearing  Option  Warrants  (including 
$8,697,272.50  subject  to  call  after  January  5,  1926),  ex- 
changeable for  Preferred  Stock,  or  Debenture  Bonds  Con-  .      ,       ,  q 

vertible  into  Preferred  Stock   19,013,157.50  <-/,4?7,  '/c 

Property  Purchase  and  Stock  Contract  Obligations  .  11, 377, 576. 25       I  °, J  '  5  $ 

Current  Liabilities: 

Notes  Payable   $  8,415,077.38 

Accounts  Payable   1,935,201 .00 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous   1,874,964.65 

Taxes,  Including  Companies'  Accruals  for  Federal  In- 
come Taxes  for  the  Year  1925    746.079.24 

Total  Current  Liabilities   12,971,322.27 

Consumers' Deposits   1,218,991.37 

Reserves: 

Renewals,  Replacements  and  Retirement  of  Property  .   .   .  $12,319,507.83 
Difference  Between  Par  Value  of  Interest-Bearing  Option 
Warrants  and  Par  or  Liquidation  Value  of  Securities  to 

be  Issued  in  Exchange  Therefor   1,000,692.50 

Other  Optional  Reserves,  Including  Reserves  for  Possible 
Additional  Federal  Taxes  and  Unsettled  Contingent 

Liabilities   2,227,722.68 

Dividends   76.894.50 

Total  Reserves   15,624,817.51 

Total   $217,388,432.31 
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General  Statistics  of  Operating  Properties 


Electric  Department: 


Year  Ended  December  3 1 


Gross  Revenue  from  Sales  of  Current  

Number  of  Customers  

Miles  of  Transmission  Lines  

Current  Sold  (K.  W.  H.)   475,484,656 

Gross  Revenue  per  K.  W.  H.  Sold    3.83  Cents 


1925 
$18,483,912 
270,734 
2,727 


1924 

$7,327,656 
116,007 
824 

144,731,102 
5.06  Cents 


Gas  Department: 

„       -  r       0  .     r  ^     [  Manufactured . 

Cross  Revenue  trom  Sale  or  Gas  -( 

Natural    .   .  . 


Number  of  Customers 


Miles  of  Main 


Manufactured 
Natural   .  .  . 

Manufactured 
Natural    .   .  . 


/->     o  u       i_.  r*   ^\  (  Manufactured 

Gas  Sold  (Cubic  reet)  < 

\  Natural    .   .  . 

Gross  Revenue  per  1,000  Cubic     i  Manufactured 
Feet  Sold  \  Natural  .  .  . 


$803,869 
713,495 

19,810 

14,299 

207* 
.111* 

436,737,000 
954,213,000 

$1.84 
.74 


$838,408 


515,271,300 


$1.63 


:  Reduced  ro  three-inch  equivalent  for  1924  but  not  for  1925. 
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Comparative  Gonsolidated 
{Balance  Sheet  and  income  c5%ccount 


SEPTEMBER,  1926 
DECEMBER,  1925 


Assets  Side 


ASSOCIATED  GAS  ji 

AND  SUBSIDIARY  % 
Comparative  Condemn 


Capital  ASSETS:                                                            September  30,  1926}  December  31,  1925*  Increase 

Plant  Property,  Franchises,  Cost  of  Acquiring  Capital,  Decrease 

Etc   $208,833,985.72  $185,337,470.65  $  23,496,515.07 

Unamortized  Debt  Discount  and  Expense                      5,224,380.27            7,787,254.44  2,562,874.17 

Investments  (including  Investments  in  Subsidiary  and 

Affiliated  Companies  other  than  those  included  in 

the  Consolidation)                                                  5,918,822.91             4,357,867.51  1,560,955.40 

Total  Capital  Assets  $219,977,188.90  $197,482,592.60  $22,494,596.30 


Current  Assets: 

Cash  and  Special  Deposits   $    6,136,261.41  $    4,176,523.95  $  1,959,737.46 

Notes  Receivable   21,362.26  117,564.22  96,201.96 

^nsumere^Less  Reserve   2,464,419.78  2,482,119.48  17,699.70 

Miscellaneous   165,469.69  341.613.54  176.143.ii 

Subscriptions  to  Preferred  Stocks  and  Unmatured 

Calls  and  Calls  Receivable  on  Option  Warrants.   .  6,021,212.22  8,955,974.46  2,934,7622* 

Materials  and  Supplies   2,989,906.81  3,078,148.02  88.2tl£. 

Total  Current  Assets    $17,798,632.17  $  19,151,943.67  $  l,353,31lW 

Deferred  Charges: 

Prepaid  Expenses    $      493,644.66  $      331,272.30  $  162,372.3J 

Miscellaneous  Items  in  Suspense   822,573.36  422,623.74  399,94gjj 

Total  Deferred  Charges   $    1,316,218.02  $      753,896.04  $  562j2lj> 

Total  Assets  Side   $239,092,039.09  $217,388,432.31  $  21,703,606.78 


- 


ELECTRIC  COMPANY 


ILIATED  COMPANIES 


olidated  Balance  Sheet 

liabilities  Side  and  Capital 

Capital  Stock  and  Surplus  :                                  September  30,  1926J  December  3 1 ,  1925 * 
Associated  Gas  and  Electric  Company : 

Perpetual  Debenture  Certificates  and  Obligations 

being  Converted  into  Preferred  Stock  $  18,454,202.50  $  17,821,885.00 

Preferred  Stocks  and  Subscriptions — Stated  at 

Liquidation  Values                                            30,109,350.00  14,116,550.00 

Class  A  and  B  Stocks,  Liquidation  Value,  and 

Common  Stock— Capital  and  Surplus                    36,657,279.71  28,346,666  89 

Total  Associated  Gas  and  Electric  Company  $  85,220,832.21  $  60,285,101.89 

Subsidiary  and  Affiliated  Companies : 

Preferred  Stocks— Issued  or  Issuable  $    4,939,553.68  $  15,875,420.00 

Common  Stocks — Issued  or  Issuable  and  Surplus 

Applicable  Thereto                                                  3,183.32  6,303,080.52 

Total  Subsidiary  and  Affiliated  Companies     .  $    4,942,737.00  $  22,178,500.52 

Total  Capital  Stock  and  Surplus    .  .  .  .$  90,163,569.21  $  82,463,602.41 

Funded  Debt: 

Associated  Gas  and  Electric  Company: 
Secured  Gold  Bonds : 

30-Year  6^%,  Series  due  1954   $    1,464,000.001  $  1,803,700.00 

30- Year  6%,  Series  due  1955                                 10,232,500  00  12,369,000.00 

Total  $  11,696,500.00  $  14,172,700.00 

Subsidiary  and  Affiliated  Companies : 

Associated  Electric  Co   65,000,000.00   

Other  Subsidiary  and  Affiliated  Companies     .   .   .      39,344,800.00  70,862,150.00 

Total  Funded  Debt  $116,041,300.00  $  85,034,850.00 

Property  Purchase  and  Stock  Contract  Obligations  .  .$    3,899,099.00  $  11,377,576.25 

Current  and  Accrued  Liabilities  : 

Notes  Payable  $    3,983,936.11  $  8,415,077.38 

Accounts  Payable                                                     1,367,607.76  1,935,201.00 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous                        1,109,347.18  1,874,964.65 

Taxes                                                                 1,391,678.19  746,079.24 

Total  Current  Liabilities   $    7,852,569.24  $  12,971,322  27 

Consumers'  Deposits  $    1,409,309.17  $  1,218,99137 

Reserves: 

Renewals,  Replacements  and  Retirement  of  Property  $  12,125,979.19  $  12,319,507.83 
Unmatured  Calls  and  Calls  Receivable  on  6J^% 

Interest-Bearing  Option  Warrants                             3,975,390.00  8,697,272.50 

Difference  between  Par  Values  of  Interest-Bearing 
Option  Warrants  and  Par  or  Liquidation  Value 

of  Securities  to  be  Issued  in  Exchange  Therefor.   .   .          652,995.00  1,000,692,50 
Other  Optional  Reserves,    including   Reserves  for 
Additional  Federal  Taxes  and  Unsettled  Contin- 
gent Liabilities                                                     2,702,020.82  2,227,722.68 

Dividends                                                                 269,807.26  76,894.50 

Total  Reserves  $  19,726,192.27  $  24,322,090.01 

Total  Liabilities  Side  and  Capital  .  .  $239,092,039.09  $217,388,432.31 

*  Classificm i<  n  eroupinr:  anJ  liumtncliii ure  medil'ied  from  annual  report  balance  .sheet  at  December  31,  1Q25,  where  r 
September  30,  W2fe. 

tCalled  I  ,r  [lavmeni  January  1,  I  ')27. 

tTentative. 


$  632,317.50 

15,992,800.00 

8,310,612.82 
$  24,935,730.32 

$  10,935,866.32 

6,199,897.20 
$  17,23}, 763.S2 
$  7,699,966.80 


$  339,700.00 
2,136,500.00 
$  2,476,200.00 


65,000,000.00 
31,517,350.00 
$  31,006,450  00 
$  7,478,477.25 


$  4,431,141.27 

567,593.24 

765,617.47 
645,598.95 
$  5,118,753  03 


$  193,528.64 
4,721,882.50 


474,298.14 
192,912.76 
$  4,595,897.74 
$  21,703,606.78 

make  comparable  with 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 


Comparative  Condensed  Consolidated  Income  Account  for  the  Years  ended 
September  30,  1926,  and  December  31,  1925 


Income  for  Companies  acquired  during  the  period  is 

included  only  from  approximate  dates  of  acquisition 

Years  ended 

Increases 

Operating  Revenue: 

September  30,  192b 

December  31,  1925 

Decreases 

Electric  

$20,524,181.91 

$ 

4,358.261.14 

$6,165,920.77 

Gas  

1,557,627.34 

1,209,817.34 

347,810.00 

Transportation  

2,916,105.33 

2,181,692.84 

734,412.49 

Water,  Heat,  Ice,  etc  

1,417,745.77 

927,116.46 

490,629.31 

Total   

$  26,415,650.35 

$ 

8,b76,887.78 

$  7,738,772.57 

Operating  Expenses,  Maintenance  and  1  axes 

(including  Companies  Accruals  ior  rederal  In- 

come Tax  for  the  period)  

1,080,384.03 

3,408,610.49 

Operating  Income  

$  11,926,665.83 

$ 

7,596,503.75 

$4,330,162.08 

Other  Income  

1,263,373.89 

774,259.09 

489,1 14.80 

$  13,190.039  72 

$ 

8,370.762  84 

$4,819.276  88 

Deduct — Fixed  Charges  and  Other  Deductions: 

Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt  (less 

Interest  during  Construction)   

$  3,896,405.47 

% 

1,908,365.87 

5>  1 ,455,U>V,PU 

Amortization  of  Dcht  Discount  and  Expense 

337,332.50 

375,860.78 

38,528.28 

Preferred  Stock  Dividends  

742,831.35 

701,057.63 

41,773.72 

Deduction  by  Company  for  Income  Applic- 

able to  Common  Stocks  of  Subsidiary  and 

Affiliated  Companies  held  by  the  public  . 

445,194.56 

492,459.53 

47,264.97 

Total  

$  5.421.763.88 

% 

3.477.743.81 

$  1,944.020  07 

Balance   

$  7,768,275.84 

% 

4,893,019.03 

Associated  Gas  and  Electric  Company: 

Interest  on  Funded  and  Unfunded  Debt  .  . 

%  2,498,140.62 

$ 

1 ,477,246.98 

$  1,020,893.64 

Amortization  of  Debt  Discount  and  Expense 

58,007.47 

47,491.92 

10,515.55 

Preferred  Stock  Dividends  

1,347,952.57 

828,673.77 

519,278.80 

Total   

$  3,904,100.66 

$ 

2,353  412.67 

$  1,550,687.99 

Balance    . 

$  3,864,175.18 

$ 

2.539,606.36 

$  1,324,568.82 

Deduct— Provision  for  Renewals,  Replacements 

and  Retirements  (Depreciation)  

1,553,762.84 

1.036,1 12.55 

517,650.29 

Balance   

$  2,310,412  34 

$ 

1,503,493.81 

$  806,918.53 

Deduct— Class  "A    Priority  Dividend  of  $2  00 

Per  Share  

581,462.88 

456,496.19 

1 24,966.69 

Remainder  of  Income  for  Other  Dividends 

$  1,728,949.46 

% 

1 ,046,997.62 

$  681,951.84 

year  Book  oft£e~ 
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SEVEN  GREAT  FORMS  OF  POWER 


Man-Power  : 

Man's  arm  for  lifting,  his  hand  for  manipulating,  his  back  and  should- 
ers for  carrying — the  first  and  still  probably  most  widely  used  form  of 
power. 

Animal-Power: 

The  ox,  the  dog,  or  the  horse  for  pulling  loads  or  turning  tread  mills. 

Wind-Power: 

The  wind  mill  for  grinding  grain  or  pumping  water. 

Water-Power: 

The  weight  of  falling  water  for  turning  wheels  and  driving  machines. 
Steam-Power  : 

The  pressure  of  expanding  steam  for  propelling  engines  or  supplying  heat. 

Gasoline-Power  : 

The  force  of  exploding  gas  for  turning  engines  and  driving  wheels. 

Electric-Power  : 

Perhaps  the  greatest  form  of  energy.  It  is  the  most  versatile:  it  produces 
light,  heat  and  power.  Unlike  any  other  form  of  energy  it  can  be  trans- 
mitted economically  at  great  distances  and  can  be  utilized  in  very  small 
units  as  well  as  in  giant  motors. 


The  electric  light  and  power  industry  is  one  of  the  most  remarkable  de- 
velopments of  the  present  day.  Its  output  in  kilowatt  hours  has  practi- 
cally doubled  every  five  years  for  the  past  quarter  of  a  century. 

The  management  of  the  Associated  Gas  and  Electric  System  is  pleased 
to  participate  in  this  industry  and  to  contribute  to  its  growth.  The  follow- 
ing pages  briefly  describe  and  illustrate  some  of  its  properties. 


THE  Associated  Gas  and  Electric  System  dates  back  to  1852. 
The  Ithaca  Gas  Light  Company  was  incorporated  in  that 
year  and  supplied  gas  to  twenty-eight  customers  in  the 
City  of  Ithaca,  New  York.  It  or  its  successor  companies  have 
been  in  continuous  operation  since  that  time. 

The  Johnstown  Water  &  Gas  Co.,  Johnstown,  Pa.,  started  busi- 
ness in  1856.  The  Owensboro  Gas  Light  Company  in  Kentucky, 
long  a  part  of  the  Associated  System,  was  organized  in  i860.  The 
Solomon  Gas  Company  at  Bowling  Green,  Kentucky,  was  estab- 
lished in  1863. 

The  commercial  manufacture  of  gas  preceded  that  of  electricity 
by  over  half  a  century.  Edison  invented  the  incandescent  lamp  in 
1879.  Electric  light  plants  began  to  spring  up  shortly  thereafter.  The 
first  commercial  distribution  of  electricity  was  made  in  1882,  in  New 
York  City,  by  the  predecessor  of  the  New  York  Edison  Company. 

Many  of  the  companies  in  the  Associated  System  were  among  the 
pioneers  in  the  electric  light  and  power  industry.  The  Johnstown 
Electric  Light  Company,  Johnstown,  Pa.,  started  business  in  1885. 
The  Richmond  Light,  Heat  and  Power  Company  was  established 
on  Staten  Island,  New  York  City,  in  1887.  The  Patchogue  Electric 
Company  at  Patchogue,  Long  Island,  dates  back  to  1887.  The 
Brush-Swan  Electric  Company  at  Ithaca,  New  York,  began  opera- 
tions in  1 888.  The  electric  plant  of  the  Capital  Gas  Company  at 
Frankfort,  Kentucky,  was  built  in  1889,  and  the  Plattsburg  Gas 
and  Electric  Company,  Plattsburg,  New  York,  was  started  in  1 889. 
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MAP  SHOWING 

ASSOCIATED  GAS  AND 
ELECTRIC  SYSTEM 

IN 

NEW  YORK,  MASSACHUSETTS 
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NEW  HAMPSHIRE,  MAINE,  KENTUCKY 

TENNESSEE,  PENNSYLVANIA 
MARYLAND  and  PHILIPPINE  ISLANDS 

LEGEND 
A  Hydro-Electric  Plant 
O  Fuel  Using  Plant 
□  Hydro  and  Fuel  Plant 
•  Electric  Service 


X  Gas  Plant 
■  Water  Service 
A  Steam  Heating 
O  Ice  Plant 


_  Transmission  Lines,  Built 
-Transmission Lines,  Proposed 
-Other  Companies  Lines 


ASSOCIATED    GAS  a£Z-  ELECTRIC  SYSTEM 


The  map  at  the  center  of  this  book  indicates  the  location  and  extent  of 
the  Associated  properties.  There  are  nine  main  groups  as  follows: 

The  Central  New  York  State  group  which  serves  42,000  customers  in 
south  central  New  York  State. 

The  Eastern  New  York  properties  supply  electricity  or  gas  to  23,500  con- 
sumers in  sections  centering  at  Plattsburg  and  Mechanicville  and  along  the 
New  York,  Massachusetts  and  Connecticut  border. 

The  Western  New  York  group  serves  electricity  or  gas  to  12,000  con- 
sumers in  Depew  and  Lancaster  and  adjacent  communities. 
The  Metropolitan  New  York  group  serves  electricity  to  32,000  consumers 
on  Staten  Island,  Borough  of  Richmond,  New  York  City. 
The  Long  Island  properties  serve  water  to  25,000  consumers  in  Queens 
(New  York  City)  and  Nassau  counties  and  electricity  to  5,000  consumers 
at  Patchogue,  Long  Island. 

The  Kentucky-Tennessee- Indiana  group  serving  25,000  consumers  in  Ken- 
tucky, Tennessee  and  Indiana. 

The  New  England  group  centering  around  Portsmouth,  New  Hampshire, 
also  operating  properties  on  Cape  Cod  and  elsewhere  in  Massachusetts,  serv- 
ing electricity  to  16,000  consumers. 

The  Manila  properties  serving  electricity  to  50,000  consumers  in  the  City  of 
Manila. 

The  Pennsylvania  group,  known  as  the  Penn  Public  System,  provides  public 
service  to  100,000  consumers  in  Western  Pennsylvania. 

The  properties  in  the  Associated  System  supply  public  service  to  a  total 
of  330,000  consumers  in  1,000  communities  having  2,000,000  population. 
Eighty-four  per  cent  of  the  net  operating  revenue  of  the  Associated  System 
is  from  electricity. 


The  Central  New  York  operating  light  and  power  properties  serve  elec- 
tricity and/or  gas  to  more  than  42,000  consumers  in  211  communities,  of 
which  the  greater  number  are  located  in  the  rich  agricultural  district  in  the 
south  central  portion  of  the  State. 

Among  the  communities  served  are  Ithaca,  Cortland,  Oneonta,  Norwich, 
Cooperstown,  Sidney,  Stamford,  Walton,  Liberty  and  Monticello. 

The  section  of  New  York  State  served  represents  a  wide  diversity  of 
business,  manufacturing  and  agricultural  (dairying  and  fruit  raising)  activ- 
ities. It  is  essentially  a  well  established,  steadily  growing  area.  The  com- 
munities are  all  of  moderate  size  and  of  the  typical  prosperous  business  and 
residential  character. 


E3  E3 


Central  iNew  tybrk  State  Sroup 
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A  favorable  contract  has  been  made  for  the  purchase  of  power  from  the  Adi- 
rondack Power  and  Light  Corporation.  As  a  result  plans  have  been  completed 
for  making  one  great  power  system  covering  the  central  and  southern  New 
York  territory.  More  than  $1,000,000  has  been  spent  in  the  construction 
of  high  tension  transmission  lines  in  order  that  these  properties  might  be 
joined  with  the  Adirondack  water  powers.  In  addition  to  their  own  gener- 
ating plants  and  the  power  connection  with  the  Adirondack  Plants,  the  Asso- 
ciated properties  in  this  district  will  eventually  be  connected  with  adjoining 
properties  and  in  that  way  will  have  large  power  resources  to  draw  upon. 

Sastern  £New  ffirk  droup 

There  are  three  groups  of  properties  in  the  eastern  part  of  New  York.  One 
group,  known  as  the  Harlem  Valley  unit,  extends  from  Westchester  County 
to  the  region  southeast  of  Albany.  Among  the  communities  served  are 
Chatham,  Pawling  and  Brewster.  This  unit,  representing  what  were  for- 
merly twelve  local  systems  serving  in  the  aggregate  10,000  consumers,  is  a 
good  example  of  the  consolidation  of  electric  light  systems  that  has  been 
going  on  in  rural  sections.  The  second  group  centers  around  Mechanicville 
and  is  known  as  the  New  York-Vermont  group.  The  third  centers  around 
Plattsburg  and  is  known  as  the  Champlain  group.  The  last  two  groups  serve 
electricity  and/or  gas  to  approximately  14,000  consumers  in  northeastern 
New  York. 

High  tension  transmission  lines  are  being  constructed  along  the  New  York, 
Connecticut  and  Massachusetts  border  thus  insuring  an  adequate  supply 
of  power  for  the  Associated  properties.  This  improvement  means  that  many 
communities  formerly  without  electric  light  and  power  will  have  the  op- 
portunity of  benefiting  from  the  service. 

□  o 

Cfflestern  SN'ew  °fork  9roup 

The  Western  New  York  properties  supply  electricity  in  the  industrial  and 
agricultural  areas  centering  at  Depew,  Lancaster  and  Gowanda.  These 
properties  are  supplied  with  electricity  generated  at  Niagara  Falls  which 
is  purchased  under  a  contract  extending  until  1954.  Natural  gas  wells  are 
owned  on  over  200  acres  of  property  and  present  indications  are  that  the 
supply  of  gas  will  be  sufficient  for  many  years. 
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^Metropolitan  £New  tyork  Qroup 


The  Staten  Island  Edison  property  serves  electricity  without  competi- 
tion to  over  32,000  consumers  on  the  whole  of  Staten  Island,  Borough  of 
Richmond,  New  York  City.  It  also  furnishes  power  for  the  operation  of  all 
the  railways  there.  Through  subsidiaries  it  supplies  a  substantial  portion  of 
the  electric  railway  service  and  operates  a  ferry  line  between  Staten  Island  and 
New  Jersey.  A  rapid  transit  tunnel  now  under  construction  to  connect  Staten 
Island  with  Brooklyn,  and  the  construction  of  two  bridges  between  Staten 
Island  and  New  Jersey,  insure  the  rapid  development  of  this  territory. 

"Staten  Island,  larger  than  the  Bronx  and  nearly  as  large  as  Brooklyn,  is  a  'frontier  ' 
It  has  only  four  persons  to  the  acre,  while  Queens  has  ten,  the  Bronx  thirty-five,  Brooklyn 
fifty-five  and  Manhattan  170.  None  of  these  boroughs  is  more  naturally  attractive  than 
Richmond  *  *  * 

"Brooklyn  may  well  look  to  Staten  Island  to  take  care  of  her  population  overflow.  With 
the  Fourth  Avenue  subway  extended  into  the  island,  either  through  a  tunnel  or  across  a 
bridge,  there  would  be  more  and  better  home  room  for  Brooklyn  workers  than  the  most 


There  has  been  a  very  rapid  growth  in  electrical  service  on  Staten  Island 
through  the  addition  of  new  customers.  The  number  of  meters  in  service 
has  increased  from  2,000  in  1908  to  more  than  32,000  in  1925.  During  the 
same  period  the  annual  output  in  kilowatt  hours  has  increased  six  times, 
namely  from  12,000,000  to  77,000,000. 

Improvements  and  new  construction  costing  more  than  $5,000,000  have 
recently  been  completed  in  order  that  the  Company  might  better  serve 
its  old  customers  and  at  the  same  time  take  care  of  new  customers  and  other 
increased  business.  The  capacity  of  the  power  plant  at  Livingston  has  been 
considerably  increased  so  that  the  Company  might  fulfill  its  recently  ac- 
quired contract  for  supplying  power  to  the  lines  of  the  Baltimore  and  Ohio 
Railroad  on  the  island  which  have  been  electrified. 

Staten  Island  has  been  experiencing  rapid  growth  as  a  result  of  home 
building  and  settlement  by  newcomers.  Its  population  has  increased  18 . 6% 
from  1920  to  1925  as  compared  with  an  increase  of  4 .  5%  for  the  City  of  New 
York  as  a  whole.  New  electric  light  customers  have  for  a  considerable  period 
been  added  at  the  rate  of  over  200  a  month. 


The  Long  Island  operating  water  properties  serve  24,000  consumers  in 
Queens  and  Nassau  Counties  which  are  located  on  Long  Island  in  and  adja- 
cent to  the  City  of  New  York.  Both  Queens  and  Staten  Island,  Borough 


populous  borough  can  offer." 


—  (Editorial,  New  York  Sun,  December  !,  I92S) 
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of  Richmond,  are  within  the  corporate  limits  of  the  City  of  New  York.  The 
population  of  the  Borough  of  Queens  increased  52.3%  from  1920  to  1925. 

The  Patchogue  Electric  Light  Company,  also  a  part  of  the  Associated 
System,  serves  the  southern  shore  of  Long  Island.  This  territory  has  a  year 
round  population  of  approximately  15,000  and  the  customers  of  the 
Company  exceed  5,000.  The  communities  served  with  electricity  include 
some  of  the  most  popular  watering  places  and  summer  resorts  on  Long 
Island. 

The  combined  light  and  power  properties  in  New  York  State  include 
steam  and  hydro-electric  power  stations  with  an  aggregate  generating  ca- 
pacity of  60,000  K.  W. ;  gas  plants  with  a  daily  capacity  of  3,230,000  cubic 
feet,  and  865  miles  of  electric  high-tension  transmission  lines  with  additional 
lines  under  construction.  The  gas  properties  have  over  170  miles  of  mains. 
The  total  population  served  is  nearly  500,000. 


The  Penn  Public  System  serves  electricity  and/or  gas  to  over  100,000  con- 
sumers in  350  communities  in  Western  Pennsylvania  extending  from  the 
New  York-Pennsylvania  state  line  and  Lake  Erie  on  the  north  in  a  south- 
easterly direction  through  the  entire  width  of  the  state  over  into  the 
State  of  Maryland.  The  Pennsylvania  area  served  comprises  approxi- 
mately one-sixth  of  the  entire  state,  having  a  total  population  of  more 
than  875,000. 

The  properties  are  connected  by  high  tension  transmission  lines,  prin- 
cipally 110,000  volts,  extending  from  Erie,  Pa.,  on  the  north  through  to 
Deep  Creek,  Maryland,  on  the  south.  The  generating  properties  include  the 
Clarion  River  and  Youghiogheny  River  hydro-electric  developments  with  a 
total  installed  capacity  of  48,000  H.  P.  These  are  links  in  a  contemplated 
chain  of  hydro-electric  developments  on  these  rivers,  which  will,  when  fully 
developed,  afford  an  ultimate  capacity  of  upwards  of  400,000  H.  P.  The 
steam  stations  have  an  additional  installed  capacity  of  more  than  175,000 
H.  P.  Their  principal  units  likewise  are  adapted  for  expansion  as  may  be 
necessary. 

The  hydro-electric  and  steam  generating  plants  are  interconnected  by 
high-tension  transmission  lines,  making  possible  the  most  efficient  use  of 
the  generating  facilities.  In  addition  the  properties  include  five  coal  mines 
containing  20,000,000  tons  of  unmined  coal.  The  coal  mines  have  thoroughly 
modern  equipment  including  electric  haulage,  electric  mining  machines, 
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electric  driven  pumps,  fans  and  hoists.  The  principal  steam  generating 
station,  as  well  as  the  most  important  secondary  steam  stations,  are  located 
at  the  mouths  of  the  coal  mines. 

Among  the  communities  served  are  Erie,  Johnstown,  Meadville,  Warren, 
Du  Bois,  Punxsutawney,  Clearfield,  Corry,  Indiana,  Philipsburg,  Blairs- 
ville,  Union  City,  Northeast  and  Somerset.  The  territory  is  primarily  in- 
dustrial and  abounds  in  highly  valuable  natural  resources. 

There  is  a  wide  diversity  of  both  urban  and  rural  industries  in  the  ter- 
ritories served.  In  the  City  of  Erie  there  are  over  500  manufacturing  and 
industrial  enterprises.  Among  the  leading  industries  in  the  territory  served 
are  coal  mining,  fire  brick,  and  plate  glass  manufacturing,  oil  and  gas  pump- 
ing, railroad  shops,  tanneries,  silk  mills  and  furniture  factories,  iron  and 
steel  manufacturing  and  to  an  increasing  extent  dairying  and  farming.  More 
than  half  the  territory  is  underlaid  with  bituminous  coal. 

All  of  the  electrical  properties  constituting  the  Penn  Public  System  have 
shown  a  steady  growth  for  a  considerable  number  of  years.  For  some  of  the 
larger  companies  there  has  been  a  steady  increase  from  year  to  year  for  a 
period  of  nearly  fifteen  years,  despite  such  industrial  fluctuations  as  were 
brought  about  by  the  World  War. 

The  annual  sales  of  electricity  increased  eleven  times  (between  1912  and 
1925),  from  25,000,000  k.w.h.  to  275,000,000  k.w.h.  The  number  of  electric 
customers  increased  nearly  six  times  (between  1912  and  1925),  from  15,000 
to  approximately  86,000.  The  number  of  miles  of  transmission  lines  in- 
creased over  twenty-four  times  during  the  same  period,  from  49  miles  to 
over  1,200  miles.  The  number  of  stockholders  increased  fifteen  times  from 
approximately  600  in  1919  to  nearly  9,000  in  1924.  The  main  lines  of  the 
principal  eastern  railways  cross  its  territory.  Three  of  these  railways  are 
proposing  electrification  of  their  lines  within  this  territory  in  the  near  future. 


In  Massachusetts,  electricity  is  distributed  to  more  than  8,000  consumers 
in  85  communities  located  in  the  southern  section  of  Cape  Cod  and  on 
Martha's  Vineyard  and  to  over  1,100  consumers  in  five  communities  in  the 
northeastern  part  of  the  state,  including  Pepperell,  Shirley,  Tyngsboro 
and  Dunstable,  Massachusetts,  and  in  the  town  of  Hollis,  New  Hampshire. 
The  total  population  is  estimated  at  47,000. 

Electricity  for  the  Cape  Cod  territory  is  generated  in  the  plants  of  the 
New  Bedford  Gas  and  Edison  Light  Company.  The  operating  properties 
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own  90  miles  of  high-tension  transmission  and  309  miles  of  distribution  lines. 

In  New  Hampshire  and  Maine,  the  Portsmouth  property  serves  7,500 
consumers  in  1 5  communities  largely  devoted  to  manufacturing.  The  prin- 
cipal communities  are  Portsmouth,  New  Market,  Raymond,  Candia,  Rye 
and  Epping  in  New  Hampshire,  and  Kittery  and  Eliot  in  Maine.  In  addi- 
tion, power  at  wholesale  is  supplied  to  the  following  electric  distributing 
companies:  Twin  States  Gas  and  Electric  Co.,  and  Exeter  and  Hampton 
Electric  Light  Co.   The  total  population  served  is  approximately  40,000. 

The  properties  include  a  1 5,500  K.  W.  steam  station  located  at  tidewater 
in  the  City  of  Portsmouth.  The  Company  also  has  undeveloped  water  rights 
on  the  Lamprey  River  near  New  Market.  Electricity  is  distributed  over 
90  miles  of  high-tension  transmission  lines. 

The  electrical  output  by  the  New  England  properties  shows  a  steady 
increase.  In  fact  the  growth  is  more  rapid  than  that  of  the  electric  output 
for  New  England  as  a  whole.  The  latter  was  12.2%  for  the  first  six  months 
of  1925  over  the  same  period  in  1924,  whereas  the  output  of  the  New  Eng- 
land Associated  properties  increased  21.5%  in  September,  1925,  over  the 
same  period  in  1 924. 

□  o 

3cCentucky-c(sennessee-ffndiana  Qroup 

The  Kentucky-Tennessee  properties  serve  over  25,000  consumers  in  57 
communities  in  agricultural  districts  in  Kentucky,  Tennessee  and  Indiana 
largely  devoted  to  the  cultivation  of  tobacco.  The  principal  communities 
include  Hopkinsville,  Owensboro,  Frankfort,  Mayfield  and  Bowling  Green, 
Kentucky;  Martin,  Paris  and  Clarksville,  Tennessee;  and  Tell  City  and 
Cannelton,  Indiana.  The  total  population  served  is  more  than  100,000. 

The  properties  include  electric  power  stations  with  a  generating  capacity 
of  10,000  K.  W.,  distributed  over  287  miles  of  high-tension  transmission 
lines,  gas  plants  with  a  daily  capacity  of  605,000  cubic  feet  and  60  miles  of  gas 
mains.  Sixteen  municipally  owned  and  operated  electric  plants  and  dis- 
tributing systems,  adjacent  to  the  territory  theretofore  served  and  partly 
in  northwestern  Tennessee,  were  recently  acquired. 

□  p 

SVlanila  Properties 

The  Manila  Electric  property,  which  has  served  the  City  of  Manila  and 
its  suburbs  since  1905,  distributes  electricity  to  more  than  50,000  consumers 
serving  a  total  population  in  excess  of  400,000.  It  also  furnishes  the  entire 
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Gas  Plant,  Hopkins ville,  Ky.  Steam  Power  Plant,  Clarksville,  Tenn. 

Steam  Power  Plant,  Hopkinsville,  Ky. 

Gas  Plant,  Owensboro,  Ky. 
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street  railway  service  which  is  profitably  operated.  Manila  is  the  capital, 
the  trading  and  shipping  center  and  the  industrial  metropolis  of  the  Islands, 
and  is  one  of  the  important  ports  and  trade  centers  of  the  Far  East. 

The  Company  generates  all  its  power  in  a  modern  power  plant  (concrete 
and  steel  construction)  having  a  rated  capacity  of  29,500  K.  W.  The  elec- 
tric distribution  lines  are  built  in  accordance  with  the  best  American  stan- 
dards and  cover  the  territory  thoroughly. 

The  electric  railway  lines  consist  of  52  miles  of  standard  gauge  track 
built  and  maintained  under  the  best  American  practice.  The  rolling  stock 
includes  170  cars,  principally  of  American  manufacture.  The  property  is 
well  maintained  and  carries  over  34,000,000  passengers  annually.  Lack  of 
other  means  of  rapid  transit  in  Manila  makes  the  community  almost  en- 
tirely dependent  upon  the  electric  railway,  which  has  been  profitably  op- 
erated. 

Ohio  Property 

In  Van  Wert,  a  gas  plant  with  a  daily  capacity  of  600,000  cubic  feet  dis- 
tributes gas  to  1 ,800  consumers  through  23  miles  of  mains.  The  total  popu- 
lation served  is  8,100. 

GROWTH  IN  CONSUMERS  AND  INCOME  OF  THE 
ASSOCIATED  SYSTEM 


1920     1921     1922     1923     1924     1925  1920     1921     1922     1923     1924  1925 
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SOURCES  OF  1925  EARNINGS 


GROSS  EARNINGS  NET  EARNINGS 


EARNINGS  AND  DIVIDENDS 

TREND  OF  TWELVE  MONTHS  AVERAGES 


3,000,000 


2,500,000 


1,500,000 


CO 

A* 

bLLA] 

a 

< 

'3 

4 

T  A 

ill 

FOE 

*\ 

BALANCE  REMAINING 
AFTER  PREFERRED  AND 

■■■\,\      -     \     I'l^':,  'j,; 

1923  1924  1925 

This  chart  gives  effect  to  earnings  of  new  properties  only  since  the  dates 
they  joined  the  Associated  System. 
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Organization  of  the 

Associated  Qas  and  Electric  Qompany 

(Incorporated  under  the  laws  of  the  State  of  New  York  in  1906) 

Officers 


J.  I.  Mange,  President   New  York 

H.  C.  HOPSON,  Vice-President  and  Treasurer   New  York 

S.  J.  Magee,  Vice-President  and  General  Manager   ....  New  York 

H.  D.  FITCH,  Vice-President  Bowling  Green,  Ky. 

J.  M.  DALY,  Vice-President   New  York 

O.  E.  WASSER,  Comptroller  and  Assistant  Secretary-Treasurer   Ithaca,  N.  Y. 

M.  C.  O'KEEFFE,  Secretary  and  Assistant  Treasurer      .     .     .  New  York 

G.  M.  MICHEL,  Assistant  Treasurer   New  York 


Directors 


Charles  W.  Beall  .    .    .    New  York 

Harris,  Forbes  8  Company 

Frederick  S.  Burroughs  .   New  York 

Harris,  Forbes  Si  Company 

John  M.  Daly     ....    New  York 

Vice-President 

Henry  D.  Fitch  .   Bowling  Green,  Ky. 

Vice-President 

Frederick  T.  Hepburn  .    .    New  York 

F.  T.  Hepburn  B  Company 


Howard  C.  Hopson  .    .    .    New  York 

Vice-President  and  Treasurer 

Sanford  J.  Magee   .    .    .    New  York 

Vice-President  and  General  Manager 

John  I.  Mange    ....    New  York 

President 

John  Nickerson  ....    New  York 

John  Nickerson  £i  Company 

Faris  R.  Russell     .    .    .    New  York 

Vice-President 
National  Bank  of  Commerce  in  New  York 


Financial  Office,  61  Broadway,  New  York  City 
Principal  Office  Ithaca,  New  York 


The  J.  G.  White  Management  Corporation 

operating  Managers 
33  Liberty  Street,  New  York  City 
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transfer  cAgents  for  Qapkal  Stocks 

Class  A  and  $6.50  Dividend  Series  Preferred  Stock 
The  Seaboard  National  Bank  of  the  City  of  New  York,  115  Broadway,  New  York  City 

Common  Stock,  Original  Series,  $7,00  Dividend  Series 
and  $6.00  Dividend  Series  Preferred  Stocks 

The  Company  by 

F.  E.  Taylor  and  W.  L.  Freund,  Room  2015,  61  Broadway,  New  York  City 

Hggistrars  for  Qapital  Stocks 
Common  Stock 

The  J.  G.  White  Management  Corporation,  33  Liberty  Street,  New  York 

Class  A  Stock 
National  Bank  of  Commerce  in  New  York 

Original  Series  Preferred  Stock 
American  Exchange-Irving  Trust  Company 

$6.00  Dividend  Series  Preferred  Stock 
The  Chase  National  Bank  of  the  City  of  New  York 

$6.50  Dividend  Series  Preferred  Stock 
Chemical  National  Bank 

$7.00  Dividend  Series  Preferred  Stock 
The  Bank  of  America 

<-v, 

trustees  and  ^Registrars  for  ^Bonds 

Convertible  Debenture  Certificates 
National  Bank  of  Commerce  in  New  York 

5J4%  Convertible  Gold  Debentures  Due  1977 
The  New  York  Trust  Company 
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"Dividend  Tayments 

On  All  Classes  of  Stock 

by 

The  Company,  Ithaca,  New  York 

Interest  Tayments 

On  Coupon  Debentures 

6%  Convertible  Debenture  Certificates,  Series  B,  and 

5  J4  %  Convertible  Gold  Debentures,  Due  1977 

by 

The  Company,  Room  2015,  61  Broadway,  New  York  City 

At  t  Otwpt?  rnwvPRTrRT  ~p  Oprpkitttrp  ("■prttpttatp*; 

ALL  v-/  I  rii.lv.  VjLU^  VC1\1  lD-L-Ll  1— /L>jjJ3i^  i  \J  I\XZ  \-,JZ  J\  1  IrlLA  1  lo 

by 

National  Bank  of  Commerce  in  New  York 

On  Registered  Debentures 

All  Convertible  Debenture  Certificates 

by 

The  Company,  Ithaca,  New  York 

European  cAgents 

Municipal  and  General  Securities  Company,  Limited 

9,  Cloak  Lane,  Cannon  Street, 
London,  England 
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Annual  Import  of  the  ^oard  of  ^Directors 

of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

TO  THE  STOCKHOLDERS 
For  the  Year  Ended  December  31,  1926 

To  the  Stockholders  of 

Associated  Gas  and  Electric  Company: 

Your  Board  of  Directors  herewith  submits  the  annual  report  for  the  year  ended 
December  31,  1926,  -with  statement  of  income  for  the  year  and  balance  sheet  showing 
the  financial  condition  at  the  close  of  the  year. 

TERRITORY 

he  Company,  from  time  to  time  in  the  past,  as  opportunity  offered,  has 
acquired  control,  through  stock  ownership,  of  properties  adjacent  to  those  which 
it  already  controlled  or  which  could  advantageously  be  operated  in  connection 
therewith.  During  1926,  the  territory  of  the  Company's  operating  subsidiaries  has 
been  materially  extended.  The  principal  acquisitions  were  the  entire  voting  stock  of 
Gas  Utilities,  Inc.,  which  controls  companies  operating  gas  plants  in  Pennsylvania, 
Ohio,  Indiana,  Illinois,  and  South  Dakota;  and  a  large  majority  of  the  voting  stock  of 
the  Maritime  Electric  Company,  Ltd.,  owning  and  operating  electric  plants  in  the 
three  Canadian  Maritime  Provinces,  viz.,  Nova  Scotia,  New  Brunswick,  and  Prince 
Edward  Island.  Other  additions  include  properties  adjacent  to  the  Penn  Public  Group, 
the  New  York  State  Group,  and  the  Kentucky-Tennessee  Group. 


OPERATING  PROPERTIES 
Following  are  the  more  important  statistics  concerning  the  properties  in  the  Asso- 
ciated System.    These  fall  naturally  into  the  groups  indicated  below: 


New  York  State  Group 
Penn  Public  Group 
New  England  Group 
Kentucky- Tennessee  Group 


Manila  Properties 

Gas  Utilities  Group 

Maritime  Group 

Van  Wert  Gas  Light  Co. 
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New  York  State  Group 

The  combined  New  York  State  properties  at  December  31,  1926,  supplied  155,000 
consumers  with  electric,  gas,  and/or  water  service  in  524  communities  serving  a  total 
population  estimated  at  over  590,000.  These  properties  include  steam  and  hydro- 
electric generating  stations  with  an  installed  capacity  of  62,000  kilowatts  and  1,014 
miles  of  high  tension  transmission  lines;  also  7  gas  plants  with  daily  capacity  of 
3,230,000  cubic  feet  and  178  miles  of  mains. 

Penn  Public  Group 

This  group  supplies  109,000  consumers  in  350  communities  with  electric,  gas, 
and/or  water  service.  The  total  population  of  the  communities  served  is  estimated  to 
be  in  excess  of  87S,000.  The  system  includes  1,400  miles  of  high  tension  transmission 
lines  emanating  from  10  steam  and  2  hydro-electric  power  stations  with  total  installed 
generating  capacity  of  136,950  kilowatts. 

New  England  Group 

The  New  England  group  comprises  19  communities  in  southeastern  New  Hamp- 
shire, and  Cape  Cod  and  Martha's  Vineyard  in  Massachusetts,  and  supplies  electric 
service  to  20,000  consumers,  serving  a  total  population  of  approximately  87,000.  A 
steam  power  station  located  at  tidewater,  with  15,500  kilowatts  capacity,  and  114  miles 
of  high  tension  transmission  lines  serve  this  territory. 

Kentucky-Tennessee  Group 

The  properties  comprising  this  group  supply  electric,  gas,  and/or  water  service  to 
more  than  32,000  consumers  in  60  communities  having  a  population  estimated  at  more 
than  160,000.  The  properties  include  steam  electric  generating  plants  with  a  total 
capacity  of  10,700  kilowatts,  and  gas  plants  with  a  daily  capacity  of  more  than  600,000 
cubic  feet  and  62  miles  of  mains. 

Manila  Properties 

The  Manila  properties  serve  electricity  to  more  than  5  5,000  consumers  in  the  City 
of  Manila  and  its  suburbs,  which  have  a  total  population  of  more  than  400,000.  Power 
is  generated  in  the  company's  steam  plant  with  total  installed  capacity  of  29,500  kilo- 
watts connected  to  17  miles  of  high  tension  transmission  lines.  In  addition,  the  com- 
pany operates  the  entire  street  railway  system.  Standard  gauge  track  is  used  through- 
out the  52  miles  of  lines,  and  all  rolling  stock  is  of  American  standard  manufacture. 
The  railway  carries  in  excess  of  36,000,000  passengers  annually. 
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Gas  Utilities  Group 

These  properties,  which  were  acquired  during  1926,  supply  58,000  gas  consumers 
in  17  important  communities  in  Pennsylvania,  Ohio,  Indiana,  Illinois,  and  South 
Dakota,  serving  a  total  population  of  more  than  320,000.  The  properties  include  717 
miles  of  mains  and  5  gas  plants  having  total  daily  capacity  of  more  than  10,000,000 
cubic  feet. 

Maritime  Group 

The  Maritime  properties,  acquired  in  1926,  supply  electric  service  to  upwards  of 
7,500  consumers  in  16  communities  of  the  Maritime  Provinces  of  Canada — Nova 
Scotia,  New  Brunswick,  and  Prince  Edward  Island — and  in  southeastern  Maine.  The 
population  of  the  territory  served  is  estimated  at  more  than  45,000.  The  properties 
include  3  steam  and  2  hydro-electric  plants  having  a  total  installed  capacity  of  more 
than  2,800  kilowatts. 

Van  Wert  Gas  Light  Co. 

The  company  supplies  gas  to  over  1,700  consumers  in  the  City  of  Van  Wert,  Ohio, 
serving  a  population  of  more  than  8,000.  The  properties  include  a  gas  plant  with  daily 
capacity  of  600,000  cubic  feet,  and  24  miles  of  mains. 

Summary 

Summarizing  the  above,  the  operating  properties  render  electric,  gas  and/or  water 
service  to  more  than  440,000  consumers  in  1,000  communities  with  a  population 
estimated  to  be  in  excess  of  2,300,000.  The  steam  and  hydro-electric  power  generating 
stations  have  a  total  generating  capacity  of  more  than  347,000  horsepower,  and  there 
are  3,000  miles  of  high  tension  transmission  lines.  The  gas  plants  have  a  total  daily 
capacity  of  15,28  5,000  cubic  feet  which  is  distributed  through  1,079  miles  of  gas 
mains. 

EARNINGS 

The  comparative  income  accounts  for  the  calendar  years  from  1922  to  1926, 
inclusive,  which  follow,  show  a  decided  upward  trend  in  both  gross  earnings  and  net 
income  available  for  dividends.  The  1926  figures  include  income  from  properties 
acquired  during  the  year  only  since  the  date  of  their  acquisition  and,  therefore,  do  not 
reflect  the  full  earning  power  of  all  of  the  properties  in  the  System. 

OPERATING  CONDITIONS 
The  large  increase  in  earnings  in  1926  over  1925  is  due  primarily  to  the  increased 
revenue  and  operating  efficiency  of  properties  previously  owned,  but  the  additional 
income  from  new  properties  acquired  during  the  year  is  also  a  factor.  Centralized 
administration,  group  management,  and  the  interconnection  with  other  systems  have 
been  important  factors  in  reducing  operating  costs. 
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CONSTRUCTION 

The  Consolidated  Balance  Sheet,  appended  hereto,  shows  the  balance  in  the 
account  "Plant,  Property,  Franchises  and  Cost  of  Acquiring  Capital"  at  December  31, 
1926,  as  $231,258,132.70.  The  new  gas  plant  at  Ithaca,  N.  Y.,  construction  of  which 
was  commented  upon  in  the  1925  annual  report,  was  placed  in  operation  early  in  1927. 
The  1925  report  also  mentioned  the  two  new  15,000  kilowatt  generating  units  then 
being  installed  at  Staten  Island,  one  of  which  was  placed  in  operation  in  1926  and  the 
other  early  in  1927.  The  new  Staten  Island  generating  units  also  required  an  additional 
1,500  horsepower  boiler  with  new  stack,  the  installation  of  which  was  practically  com- 
pleted at  the  close  of  the  year.  Other  important  improvements  to  the  Staten  Island 
property  include  the  new  office  building  at  Livingston,  Staten  Island,  completed  in 
1926,  and  a  large  addition  to  the  Arlington  substation,  construction  of  which  was 
still  under  way  at  the  close  of  the  year.  The  construction  of  a  new  substation  at 
Piney,  in  the  Penn  Public  Group,  with  a  capacity  of  12,000  kilowatts,  was  started 
during  the  year. 

IMPROVEMENTS    IN    CAPITAL  STRUCTURE 

The  policy  underlying  the  financing  of  the  Associated  Gas  and  Electric  Company 
received  its  most  substantial  expression  during  the  year  1926.  The  financial  manage- 
ment of  the  Company  has  long  believed  it  inconsistent  with  sound  finance 
to  sell  to  customers,  or  to  the  investing  public  generally,  preferred  stocks  of  numerous 
small  or  medium  sized  operating  companies.  The  policy  of  selling  its  own  preferred 
stocks  direct  to  customers  of  operating  properties  instead  of  the  preferred  stocks  of 
the  operating  company  which  happened  to  serve  the  particular  locality  was,  there- 
fore, inaugurated.  The  adoption  of  such  a  policy  met  with  immediate  favor  on  the 
part  of  the  elastomers  and  it  developed  the  fact  that  customers  preferred  to  purchase 
the  stock  of  the  Associated  Gas  and  Electric  Company  instead  of  the  stock  of  some 
operating  company  of  limited  scope  which,  while  a  local  enterprise,  did  not  embody 
the  factors  of  diversity  of  operation  and  wide  market  afforded  by  a  company  of  the 
size  and  stability  of  the  Associated  Gas  and  Electric  Company. 

Similarly,  it  has  not  seemed  desirable  to  the  management  of  the  Associated  Com- 
pany to  put  out  separate  issues  of  mortgage  bonds  against  the  various  operating  prop- 
erties, but  rather  to  achieve  the  added  strength  from  diversity  possessed  by  a  large  issue 
which  would  be  a  prior  claim  on  the  earnings  of  properties  in  various  localities. 

With  the  help  of  the  company's  bankers  there  was  developed  a  relatively 
new  type  of  bond  which,  while  not  specifically  secured  by  a  mortgage  lien,  possessed 
all  the  advantages  of  a  First  and  Refunding  Mortgage  except  the  lien,  and,  in  addition, 
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had  geographical  diversity  to  the  fullest  degree.  A  separate  company,  called  the  Asso- 
ciated Electric  Company,  was  created  to  be  the  principal  vehicle  for  such  financing, 
and  there  were  issued,  under  the  Indenture  which  it  executed,  $65,000,000  of  Sl/z% 
20-Year  Convertible  Gold  Bonds.  The  proceeds  of  that  issue  and  other  subsequent 
financing  made  possible  the  substantial  improvements  in  the  Consolidated  Balance  Sheet 
of  the  Company  and  subsidiaries  during  the  year  1926.  These  changes  are  briefly 
summarized  as  follows: 

Preferred  Stocks  of  subsidiary  and  affiliated  companies  decreased  $9,460,- 
220  or  59.6%;  Common  Stocks  and  Applicable  Surplus  decreased  99.9% 
from  $6,303,080.52  to  $8,207.43.  The  total  reduction  in  Preferred  and 
Common  Stocks  of  subsidiary  and  affiliated  companies  held  by  the  public 
during  the  year  was  $15,755,093.09  or  71%. 

Similar  reductions  were  made  in  bonds  of  subsidiary  and  affiliated  com- 
panies as  a  result  of  this  and  other  subsequent  financing  done  during  1926. 
At  the  end  of  the  year  1925  there  were  outstanding  $70,862,150  face 
amount  of  bonds  of  operating  subsidiary  and  affiliated  properties.  At 
December  31,  1926,  this  had  decreased  to  $44,769,600,  a  total  reduction  of 
$26,092,5  50  or  37%.  The  total  reduction  of  mortgages  and/or  other  inter- 
est bearing  indebtedness,  preferred  stocks,  and  common  stocks  all  of  which 
were  a  prior  charge  on  the  individual  operating  properties  was  nearly 
$42,000,000. 

These  remarkable  changes  were  not  accomplished  solely  with  the  proceeds  from  the 
sale  of  the  Associated  Electric  Bonds,  as  is  evident  from  the  additional  fact  that  the  assets 
of  the  Corporation  increased  during  the  period  nearly  $47,000,000,  or  approximately 
21%,  as  compared  with  the  Balance  Sheet  at  December  31,  1925.  The  net  increase  in 
the  Capital  Stock  Account  was  $41,882,100.33,  some  of  which  increase  resulted  from 
conversion  of  other  securities  of  a  similar  character  into  the  Preferred  Stock  of  the 
company. 

PUBLIC  RELATIONS 

The  relations  between  the  Associated  Gas  and  Electric  properties  and  the  pvtblic 
which  is  served  by  them  are,  in  general,  highly  satisfactory.  The  management  has  con- 
sistently endeavored  to  imbue  its  employees  with  high  ideals  of  service,  and  complaints 
of  any  kind,  even  though  obviously  unjustified,  receive  prompt  attention.  No  serious 
criticism  has  been  made  anywhere  of  the  quality  of  the  service.  The  best  evidence  that 
consumers  generally  are  satisfied  with  the  service  rendered  is  that  over  thirty  thousand 
of  them  are  also  owners  of  the  Associated  Gas  and  Electric  Company  securities.  Charts 
which  show  the  geographical  and  shares-per-stockholder  distribution  of  Associated 
Gas  and  Electric  Company  Preferred  and  Class  A  stocks  are  to  be  found  in  this  report. 
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FUTURE  OUTLOOK 
So  far  as  human  sagacity  can  foresee,  the  immediate  future  for  both  the  electric 
and  gas  industries  is  very  bright.  It  is  hoped  that  the  increased  use  of  electric  energy, 
which  has  been  so  marked  during  the  last  decade,  will  continue,  and  there 
is  every  good  reason  to  believe  that  it  will  be  accelerated.  Statistics  in  a  recently  pub- 
lished report  of  the  United  States  Department  of  Commerce  show  that  only  56%  of 
the  homes  in  the  United  States  are  electrified,  whereas  in  Switzerland  electricity  is  avail- 
able in  96.5%  of  all  homes.  It  is  very  evident  that  we  are  still  far  from  the  saturation 
point  of  electric  energy  consumption  in  this  country.  The  use  of  gas  for  fuel  and 
power  in  its  own  field,  where  electric  energy  cannot  economically  take  its  place,  is  like- 
wise increasing  and,  with  such  developments  as  residential  heating  and  gas  fired  refrig- 
erators, may  show  an  even  higher  rate  of  growth  than  the  use  of  electricity  during  the 
next  two  or  three  years.  The  communities  which  are  served  by  the  Associated  Sys- 
tem are  more  progressive  than  the  average  and  will  have  more  than  their  proportionate 
share  in  the  country's  advancement  with  the  concomitant  increasing  demand  for  elec- 
tric and  gas  service. 

FINANCIAL  CONDITION 

The  attached  condensed  consolidated  balance  sheet  of  the  Company  and  its  sub- 
sidiary and  affiliated  companies  as  at  December  31,  1926,  reflects  the  financial  position 
of  the  company  at  that  date. 

The  books  of  account  of  the  company  (as  has  been  the  custom  for  a  great  many 
years)  have  been  audited  by  Messrs.  Haskins  &  Sells,  Certified  Public  Accountants, 
whose  certificate  forms  part  of  this  report. 

Respectfully  submitted, 

J.  I.  Mange, 

President. 

By  Order  of  the  Board  of  Directors 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

CONSOLIDATED  COMPARATIVE  INCOME  ACCOUNT  OF  COMPANY  AND  SUBSIDIARY 
AND  AFFILIATED  COMPANIES  ONLY  SINCE  DATES  OF  ACQUISITION 


Comparative  Income  cAccounts 


1926 

1925 

1924 

1923 

1922 

Gross  Earnings: 

$21,504,148.71 

$14,358,261.14 

*£, 301, 13  0.13 

Gas 

2,188,593.13 

1,209,817.34 

0  0  0.03/  .  >  3 

611  756.08 

Miscellaneous 

4,370,284.09 

3,108,809.30 

147,1 09.71 

62,63 1.09 

335,787.87 

Total   

$28,063,025.93 

$18,676,887.78 

$5,312,617.71 

$3,263,356.78 

$2,779,673.55 

Operating  Expenses,  Mainte- 

nance and  Taxes   

15,521,978.16 

11,080.384.03 

3,497,206.47 

2,154,740.43 

1,894,339.86 

Net  Earnings   

$12,541,047.77: 

$ 

7,596,503.75 

$1,815,41 1.24 

$1,108,616.35 

$  885,333.69 

Other  Income  

1,220,262.03 

774.259.09 

345,955.33 

213.710.30 

76,745.60 

Gross  Income 

$13,761,309.80 

$ 

8,370,762.84 

V)  1     I  US  S  7 

Less  Fixed  Charges  and  Other 

Deductions  of  Subsidiary  and 

Affiliated  Companies 

5.886,167.19 

3,477,743.81 

oOO,  i  aa.iZ 

Balance   „  

$ 

7,875,142.61 

$ 

4  893  01 9.03 

$1,295,171.35 

$  886,661.26 

$  653,864.78 

Fixed    Charges    and  Other 

Deductions    of  Associated 

COMPANY: 

Interest  on  Funded  Debt  

1,904,988.85 

971,924.71 

148.568.46 

78,459.40 

135,470.45 

Interest  on  Floating  Debt   

413,517.95 

505,322.27 

79,486.60 

42,698.43 

16,153.13 

Amortization  of  Debt  Discount 

and  Expense   

62,217.00 

47,491.92 

17,837. 1  0 

8,289.88 

12,020.88 

Total  Fixed  Charges  and  Other 

Deductions    of  associated 

Company   

$ 

2,380,723.80 

$ 

1,524,738.90 

$  245,892.16 

$  129,447.71 

$  163,644.46 

Net    Income    available  for 

Renewals  and  Replacement 

Reserves,  Dividends  and  Sur- 

plus   

$ 

5,494,418  81 

$ 

3,368,280.13 

$1,049,279.19 

$  757,213.55 

$  490,220.32 

Less:  Reserved  for  Renewals 

and  Replacements   

1,627,193.10 

1,036,112.55 

289,414.19 

179,822.10 

125,046.06 

Income  Available  for  Dividends 

$ 

3,867,225.71 

$ 

2,332,167.58 

$  759,865.00 

$  577.391.45 

$  365,174.26 

Dividends  on  Preferred  Stock... 

1,662,153.57 

828,673.77 

284,371.75 

119,459.09 

62,979.47 

Balance  Available  for  other 

Dividends  and  Surplus   

$ 

2,205,072.14 

$ 

1,503,493.81 

$  475,493.25 

$  457,932.36 

$  302.194.79 

Deduct — Class  A  Priority  Divi- 

dends of  $2  Per  Share  

607,760.13 

456.496.19 

Remainder  of  Income  for  Other 

Dividends  and  Surplus  

$ 

1,597,312.01 

$ 

1,046.997.62 
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HASKINS  8c  SELLS 

CERTIFIED  PUBLIC  ACCOUNTANTS 


Offices  in  The  Principal  Cities  of 
The  United  States  of  America 


37    WEST   39TH  STREET 

NEW  YORK 


August  10,  1927. 


Associated  Gas  and  Electric  Company, 
61  Broadway, 
New  York. 

We  have  audited  the  accounts  of  the  Associated  Gas  and  Electric  Company 
for  the  year  ended  December  31,  1926,  and  have  been  furnished  with 
balance  sheets  and  income  accounts  of  its  subsidiary  and  affiliated  companies  as 
of  that  date  whose  accounts  we  have  not  audited,  and  certify  that  the  accom- 
panying condensed  consolidated  balance  sheet  as  at  December  31,  1926,  and  the 
condensed  consolidated  income  account  for  the  year  ended  that  date  are  in 
accord  therewith. 


Yours  truly. 


Haskins  £f  Sells. 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Income  Account  for  the  year  ended  December  31,  1926 

Income  for  Companies  acquired  during  the  year  is  included  only 
from  approximate  dates  of  acquisition  to  december  31,  1926 


OPERATING  REVENUE : 

Electric    521,504,148.71 

Gas    2,188,593.13 

Transportation    2,898,332.71 

Water,  Heat,  Ice,  etc   1,471,951.38 


Total    $28,063,025.93 

Operating  Expenses,   maintenance,   and  taxes 

(including  Companies'  Accruals  for  Federal  Income  Taxes 

for  the  Year  1926)   15,521.978.16 


OPERATING  INCOME    $12,541,047.77 

Other  Income    1.220,262.03 


Gross  Income    $13,761,309.80 

LESS — Fixed  Charges  and  Other  Deductions: 
Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt   (less  Interest 

During  Construction)    $  4,703,078.01 

Amortization  of  Debt  Discount  and  Expense   270,201.92 

Preferred  Stock  Dividends   606,039.65 

Deduction  by  Company  for  Income  Applicable  to  Com- 
mon Stocks  of  Subsidiary  and  Affiliated  Companies 

held  by  the  Public   306,847.61  5,886,167.19 


Balance    *  7,875,142.61 

Associated  Gas  and  Electric  Company: 

Interest  on  Funded  and  Unfunded  Debt   $  2.318,506.80 

Amortization  of  Debt  Discount  and  Expense   62,217.00 

Preferred  Stock  Dividends   1,662,153.57  4,042,877.37 


$  3,832,265.24 


DEDUCT — Provision     for     Renewals,     Replacements  and 

Retirements    (Depreciation)    1 .627, 193.10 


BALANCE    S  2.205,072.14 

DEDUCT — Class  "A"  Dividends  of  $2.00  per  share   607,760.13 


Remainder  of  Income  for  Other  Dividends  and 

SURPLUS   -   $  1,597,312.01 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Balance  Sheet,  December  31,  1926 

cAssets  Side 

Plant,  Property,  Franchises,  and  Cost  of  Acquiring  Capital    $231,258,132.70 

Unamortized  Debt  Discount  and  Expense   5,400,531.62 

INVESTMENTS  (Including  Investments  in  and  Advances  to  Affiliated  Companies  not 

included  in  the  Consolidation)   5.049,447.76 


Current  assets: 

Cash  -  -.  J7.673.481. 58 

Funds  Loaned  on  Call    900.000.00 

Special  Deposits   473.719.33 


9,047,200.91 

Notes  Receivable   „...  34,512.47 

Accounts  Receivable: 

Consumers,  less  reserve    $3,083,753.04 

Miscellaneous    1,305,085.40 

  4,388,838.44 


Due  from  Subscribers  for  Preferred  Stocks  and  for  Obligations  Convertible  into 

Preferred  Stock   2.813.339.55 

Due  from  Subscribers  for  Option  Warrants — Subject  to  Call — Payable  in  instal- 
ments  _  _..  2.106.414.91 

Materials  and  Supplies    3,164.174.97 

Total  Current  Assets    21.554.481.25 

sinking  funds  for  retirement  of  bonds   184,215.99 

Deferred  Charges: 

Prepaid  Expenses   -  -  -   *  477,361.97 

Miscellaneous  Items  in  Suspense   _   438,525.75 

Total  deferred  Charges   915,887.72 

TOTAL    $264,362,697.04 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
Condensed  Consolidated  Balance  Sheet,  December  31,  1926 

Liabilities  Side 

Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric  Company: 

Preferred  Stocks — Stated  at  Liquidation  Values   $42,974,060.00 

Perpetual   Debenture   Certificates   and   Obligations  Con- 


vertible into  Preferred  Stocks    3,191,550.00 

Class  A  and  B  Stocks— Liquidation  Values,  and  Common 

Stock — Capital  and  Surplus   41,622,407.22 


$87,788,017.22 


Subsidiary  and  Affiliated  Companies: 

Preferred  Stocks    S  6,415,200.00 

Common  Stocks  and  Surplus  Applicable  Thereto   8,207.43 


Total  Capital  Stock  and  Surplus    $  94,211,424.65 

Funded  Debt: 

Associated  Gas  and  Electric  Company: 
Secured  Gold  Bonds: 

30- Year  6H  %  Series  due  1954,  Convertible  into 

Preferred  Stock    $  1,360,900.00* 

30- Year  6%  Series  due  1955   7,166,700.00* 


Perpetual  Debenture  Certificates  and  Bonds  Convertible 
into  Preferred  Stock   


Subsidiary  and  Affiliated  Companies: 

Associated  Electric  Company — Convertible  Gold  Bonds 

5H  %  Series  due  1946    $64,999,000.00 

Other  Subsidiary  Company  Bonds   44,769.600.00 


$12,182,200.00 


109,768,600.00 


Total  Funded  Debt  -   121,950,800.00 

6y2  %  Interest  Bearing  Option  Warrants  (including  $2,190,060.00 

subject  to  call)  exchangeable  for  Preferred  Stock  or  Debenture  Certificates  Con- 
vertible into  Preferred  Stock  _   9,561,750.00 

Property  purchase  and  Stock  Contract  Obligations   1,385,827.00 

Due  to  Affiliated  Companies  Not  Included  in  the  Consolidation   3,800,595.78 

Current  Liabilities: 

Notes  Payable    $  8,097,316.67 

Accounts  Payable    2,806,616.43 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous   2,811,117.23 

Taxes,  including  Companies'  Accruals  for  Federal  Income  Taxes  for  the  Year 

1926    „   1,232,918.12 


Total  Current  Liabilities   14,947,968.45 

Consumers'  Deposits    -  -   1,648,526.35 

Reserves  : 

Renewals,  Replacements,  and  Retirement  of  Property   S  14.279,659.45 

Oiber  Reserves  -   2,576.145.36 


Total  Reserves 

Total   

"  Redeemed  during  1927. 


16.855,804.81 
£264,362.697.04 
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Geographical  Distribution  of  Known  Security  Holders 


Alabama   

10 

Arizona   

5 

Arkansas   

4 

California  

1,746 

Colorado   

22 

Connecticut   

1,053 

Delaware   

51 

Dist.  of  Columbia 

85 

Florida   

52 

Georgia  

12 

Idaho   

18 

Illinois   

569 

Indiana   

207 

Iowa   

25 

Kansas   

7 

Kentucky   

1,247 

UNITED  STATES 


Louisiana    7 

Maine    5  9 

Maryland    389 

Massachusetts    2,934 

Michigan    92 

Minnesota    1 72 

Mississippi    8 

Missouri    437 

Montana    13 

Nebraska    7 

Nevada   5 

New  Hampshire   782 

New  Jersey   1,140 

New  Mexico   4 

New  York   22,152 

North  Carolina   4 

North  Dakota   4 

Total   49,337 


Mexico   1 

Total    292 

Grand  Total  49,629 


Ohio    253 

Oklahoma    8 

Oregon    116 

Pennsylvania    13,744 

Rhode  Island   564 

South  Carolina   44 

South  Dakota   18 

Tennessee    444 

Texas   51 

Utah    234 

Vermont    83 

Virginia    41 

Washington    226 

West  Virginia   3 1 

Wisconsin   157 

Wyoming   1 


2 
16 
3 
6 
1 
1 
1 


FOREIGN  COUNTRIES  AND  UNITED  STATES'  POSSESSIONS 


Africa  

Alaska  .... 
Belgium  . 
Bermuda 

Brazil  

Canada  .... 
England  . 


5 
3 
1 
3 
I 

55 
172 


France   

Germany 

Hawaii   

Holland  .. 

Ireland   

Italy  

Jamaica  .. 


Monaco   

Philippine  Islands 

Porto  Rico   

Scotland   

Spain   

Virgin  Islands  

Wales   
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Chart  Showing  Share  Distribution  Per  Stockholder 

OF 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


PREFERRED  AND  CLASS  A  STOCK 
PER  CENT 
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AVERAGE  HOLDING  PER  STOCKHOLDER— 26  SHARES 


[  I'] 


HCOt  Of  BUSINESS 
COLUMBIA  UMVflSSin' 


1923 

ASSOCIATED 
GAS  -a  ELECTRIC 
COMPANY 


Comparative  Qondensed  Consolidated 
balance  S^set 

JULY,  1927 
DECEMBER,  1926 


ASSOCIATED  GAS  AND 


AND  SUBSIDIARY  AND  B 
Comparative  Condensed  Ci 


^Assets  Side 


CAPITAL  Assets-                                                                                     July  31,  1927  December  31, 1926  Dtcreait 

Plant,  Property,  Franchises  and  Cost  of  Acquiring  Capital  $23  !  ,8  56,909.82  $231,258,132.70  $  4,598,777.12 

Unamortized  Debt  Discount  and  Expense                                         7,277,268.61  5,400,531.62  1,876,736.99 

Investments    (including    Investments   in   and   Advances  to 

Affiliated  Companies  not  included  in  the  Consolidation)               39,922,940.10  1,248,851.98  38,674,088.12 


Total  Capital  Assets    $283,057,118.53      $237,907,516.30      $  45,149,602.23 


Current  Assets: 


Cash   

Funds  Loaned  on  Call   

4,779,656.02 

7,673,481.58 
900,000.00 

2,893,825.56 
900,000.00 

Special  Deposits   „  

775,663.93 

473,719.33 

301,944.60 

Notes  Receivable   

24,595.73 

34,512.47 

9,916.74 

Accounts  Receivable: 

Consumers,  less  Reserve   

2,701,261.23 

3,083,753.04 

382,491.81 

Miscellaneous   

807,503.90 

1,305,085.40 

497,181.10 

Due  from  Subscribers  for  Preferred  Stock  and  for  Obligations 

Convertible  into  Preferred  Stock  

3,732,237.46 

4,919,754.46 

1,187,517.00 

Materials  and  Supplies   

3,149,998.34 

3,164,174.97 

14,176.6) 

Total  Current  Assets   

$ 

15,970,916.61 

$ 

21,554,481.25 

t 

5,583,564.64 

Sinking  Funds  for  Retirement  of  Bonds  

61,146.88 

184,215.99 

123,069.11 

Deferred  Charges: 

Prepaid  Expenses   

i 

466,857.57 

$ 

477,361.97 

t 

10,504.40 

Miscellaneous  Items  in  Suspense   

801,817.47 

438,525.75 

363,291.72 

Total  Deferred  Charges   

t 

1,268,675.04 

$ 

915,887.72 

$ 

3  52,787.32 

Total   

$300,357,857.06 

$260,562,101.26 

$ 

39,795,755.80 

D  ELECTRIC  COMPANY 

AFFILIATED  COMPANIES 


Consolidated  Balance  Sheet 


Liabilities  Side 


CAPITAL  oTOCK.  AND  jUKPLUS! 

Julyjl,  1927 

December  31,  1926 

Increase 
Decreoie 

Preferred  Stocks — Stated  at  Liquidation  Value  

$ 

57,558,200.00 

$  42,974,060.00 

$ 

14,584,140.00 

Perpetual  Debentures  and  Obligations  Convertible  into  Pre- 

ferred Stock  by  Company   

5,597,335.00 

7,551,907.50 

1,954,572.50 

Class  A  and  iJ  blocks,  Liquidation  Values,  and  Common  Stock 

— Capital  and  Surplus 

44,280,772.80 

41,622,407.22 

2  658  365.58 

Total  Capital  Stock  and  Surplus  

$107,436,307.80 

$ 

92,148,374.72 

$ 

15,287,933.08 

Funded  Debt: 

Secured  Gold  Bonds: 

30-Year  6y2%,  Series  due   1954,  Convertible  into  Pre- 

f erred  Stock 

$ 

$ 

1,360,900.00 
7,166,700.00 

$ 

l  ,J  bV,7Ul>.tlU 

7,166,700.00 

30-Year  6%  Series  due  1955  

Perpetual  Debentures  and  Bonds  Convertible  into  Preferred 

Stock   

11,228,055.00 

6,384,470.00 

4,843,585.00 

5l/t%  Convertible  Gold  Debentures  due  1977  

40,000,000.00 

40,000,000.00 

Total  Funded  Debt   

$ 

51,228,055.00 

$ 

14,912,070.00 

$ 

36,315,985.00 

Associated  Llectric  Company — Convertible  Cold  Bonds, 

5     %  Series  due  1946 

$ 

60,946,500.00 

t 

64,999,000.00 

* 

4,052,500.00 

Subsidiary  and  Affiliated  Companies: 

Preferred  Stocks   

4,652,820.00 

6,415,200.00 

1,762,380.00 

Common  Stocks  and  Surplus  Applicable  Thereto  

8,544.90 

8,207.43 

337.47 

Total  Subsidiary  and  Affiliated  Companies'  Stocks 

Outstanding  _  

* 

4,661,364.90 

6,423,407.43 

* 

1,762,042.53 

Sundry  Funded  Debt  of  Subsidiary  Companies  

38,693,200.00 

44,769,600.00 

6,076,400.00 

Property  Purchase  and  Stock  Contract  Obligations 

2,328,529.00 

1,3  85,827.00 

942,702.00 

Current  Liabilities: 

Notes  Payable  

* 

10,101,316.77 

* 

8,097,316.67 

$ 

2,004,000.10 

Accounts  Payable   

1,086,365.02 

2,806,616.43 

1,720,251.41 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous  

3,750,780.20 

2,811,117.23 

939,662.97 

Taxes,  including  Companies'  Accruals  for  Federal  Income 

Tax  for  the  year  1926  

1,473,780.72 

1,232,918.12 

240,862.60 

Total  Current  Liabilitdzs  

$ 

16,412,242.71 

$ 

14,947,968.45 

$ 

1,464,274.26 

Consumers'  Deposits   

$ 

1,780,584.05 

$ 

1,648,526.3  5 

t 

132,057.70 

Reserves: 

Renewals,  Replacements  and  Retirement  of  Property  

$ 

12,192,268.91 

* 

14,279,659.45 

t 

2,087,390.54 

Other  Reserves   

4,678,804.69 

5,047,667.86 

368,863.17 

Total  Reserves   

$ 

16,871,073.60 

$ 

19,327,327.31 

t 

2,456,253.71 

Total   

$300,317,857.06 

$260,562,101.26 

39,795,755.80 
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cAnnual  lieport  of  the  Hoard  of  Directors 

of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

TO  THE  STOCKHOLDERS 
For  the  Year  Ended  December  31,  1927 

To  the  Stockholders  of 

Associated  Gas  and  Electric  Company: 

The  Board  of  Directors  herewith  submits  the  annual  report  for  the  year 
ended  December  31,  1927,  with  statement  of  income  for  the  year  and  balance 
sheet  showing  the  financial  condition  at  the  close  of  the  year. 


FOREWORD 

pHE  Associated  Gas  and  Electric  System  had  its  inception  with  the  establish- 
ment of  the  Ithaca  Gas  Light  Company  in  Ithaca,  New  York,  in  1852.  This  was 
an  isolated  company  for  over  fifty  years,  when  its  owners  became  interested  in  and 
secured  control  of,  several  other  electric  and  gas  properties  in  the  south  central  part 
of  New  York  State.  The  group  of  properties  thus  united  in  a  common  ownership  came  to 
be  known  as  "The  Associated  Gas  and  Electric  Companies,"  and  these  properties  formed  the 
nucleus  around  which  the  Associated  Gas  and  Electric  System  has  grown.  The  Original  Asso- 
ciated Companies  are  still  part  of  the  Associated  System.  In  1906  the  owners  of  these  prop- 
erties organized  the  Associated  Gas  and  Electric  Company  under  the  laws  of  New  York 
State.  The  Associated  Companies  were  thus  among  the  earliest  public  utility  companies  in 
the  country  to  adopt  centralized  management. 

PROPERTIES    AND    TERRITORY  SERVED 

The  two  principal  units  of  the  Associated  System  are  the  Associated  Gas  and  Electric 
Company  and  the  New  England  Gas  and  Electric  Association.  The  public  utility  properties, 
of  which  substantially  100%  actual  ownership  is  held  within  the  System,  are  grouped,  for 
administrative  convenience,  as  follows: 

New  York  State  Long  Island  (New  York) 

Staten  Island  (New  York)  Pennsylvania 

Maritime  Provinces  (Canada)  New  England 

Kentucky-Tennessee  Gas  Utilities 
Philippine  Islands 
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These  properties  provide  electric  light  and  power,  gas,  water,  and  transportation  service 
to  over  600,000  customers  in  territories  having  a  population  in  excess  of  2,700,000.  The 
territories  served  include  more  than  1,000  communities  located  in  the  States  of  New  York, 
Pennsylvania,  Maryland,  Massachusetts,  Maine,  New  Hampshire,  Vermont,  Connecticut, 
Kentucky,  Tennessee,  Ohio,  Illinois,  Indiana,  and  South  Dakota.  A  number  of  communities 
in  Nova  Scotia.  New  Brunswick,  and  Prince  Edward  Island  in  the  Maritime  Provinces  of 
Canada  are  also  served  and  an  important  unit  in  the  System  is  the  group  which  renders  electric 
power  and  light  and  transportation  service  in  the  City  and  suburbs  of  Manila  and  elsewhere 
in  the  Philippine  Islands. 

The  extended  territory  in  which  service  is  rendered  gives  a  notable  diversification  not 
only  in  geographical  distribution  but  also  as  to  classes  of  population  and  kinds  of  service.  It 
includes  well-established  industrial  and  residential  cities,  rural  communities,  and  summer  resorts. 
The  industrial  demand  is  from  widely  different  sources  such  as  mining,  manufacturing,  and 
agriculture.  This  diversity,  both  in  territory  served  and  in  nature  of  service,  has  always 
had  a  stabilizing  effect  upon  the  business  and  the  earnings  of  the  System. 

The  following  chart  shows  the  number  of  consumers  served  by  the  properties  of  the 
Associated  System  at  the  close  of  each  of  the  years  1916  to  1927.  The  consumers  of  acquired 
properties  are  first  included  in  the  year  the  property  was  acquired. 
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The  most  recent  comparative  earnings  statement  available  (in  the  form  in  which  it  is 
published  each  month),  is  given  below  for  twelve  months  ended  May  31,  1928  and  1927: 


Increase 


1928 

1927 

Amount 

% 

Gross  Earnings  and  Other  Income  

 $42,006,909 

$31,831,775 

$10,175,134 

32 

Operating  Expenses,  Maintenance,  al!  Taxes, 

etc   23,839,007 

17,163,967 

6,675,040 

39 

14,667,808 

3,500,094 

24 

Preferred  Dividends  of  Underlying  Companies 

and  All  Interest  10,051,175 

8,231,756 

1.819,419 

22 

Balance  for  Dividends  and  Depreciation .... 

  8.116.727 

6,436,052 

1,680,675 

26 

Provision    for    Replacements,    Renewals,  anc 

Retirement  of 

  2,014,835 

1,710,891 

303,944 

18 

Balance  for  Dividends  and  Surplus   6,101,892        4,725,161         1,376,731  29 


The  following  charts  show  the  sources  of  revenue  and  the  disposition  of  the  average 
monthly  revenue  per  customer: 


Sources  of  Revenue 


Electricity: 

Power  28.! 


Commercial  21.9%- 

Residential  16.7%-^ 

Other  5.l%-> 

Total  Electricity  72.5% 

Gm  If-*" 

Other  8.7%+ 

Total  100% 


Disposition  of  average  Monthly  Revenue 
per  Customer 


Expenses  $2.87-^- 


Balance 
Total 


.33^ 
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GROWTH    OF  BUSINESS 

The  business  done  by  the  combined  operating  units  of  the  Associated  Gas  and  Electric 
System  has  shown  at  all  times  a  rapid  and  remarkably  constant  growth.  A  statement  showing 
earnings  and  other  statistics  of  all  properties  now  comprising  the  Associated  Gas  and  Electric 
System,  including  the  New  England  Gas  and  Electric  Association  Group,  and  irrespective  of 
the  dates  when  they  were  first  included  as  part  of  the  System,  is  shown  below: 


Number  of  Customers 

Annual  Income  Sales  Gas, 

December  3 1                    Gross  Net  K.W.H.  Electric  Water,  etc. 

1920                       $23,315,011  S  6,457,680  323.942,577  171.610  177,184 

1921                         25,864,850  7,452,519  312.949,728  195.342  183,841 

1922                        27.101,259  9,552,373  362,740.051  221,257  190,358 

1923                         29,920.919  1  1,384,101  436.143,206  250,603  195.586 

1924                        31,626,399  12,357.575  477.918,719  284.530  202,067 

1925                        34,103.785  14.333.047  556,294,890  313,217  209,629 

1926                        37,423.008  16,618,149  650.516.875  344,218  220,949 

1927                        40,958,873  18,561,732  707.749,409  375.318  226.763 


The  following  charts  show  graphically  the  growth  in  annual  gross  and  net  earnings  and 
the  number  of  customers  of  properties  in  the  Associated  System,  irrespective  of  the  dates  of 
acquisition,  from  1920  to  1927,  as  set  forth  in  the  above  tabulation. 


[6] 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


ACQUISITIONS    DURING  YEAR 

During  the  past  year,  the  Associated  Gas  and  Electric  Company  acquired  through  sub- 
sidiaries several  properties  which  were  near  those  already  owned  and  which  could  be  advan- 
tageously operated  in  connection  therewith.  These  purchases  did  not  include  any  particularly 
large  additions.  They  were  for  the  most  part  comparatively  small  properties  in  territories 
adjacent  to  those  of  the  Pennsylvania,  Kentucky-Tennessee,  and  New  York  groups.  Such 
acquisitions  have  materially  aided  the  process  of  consolidation  and  unification  in  those  terri- 
tories, with  resulting  gains  in  net  earnings  immediately  or  in  prospect  of  early  realization. 

NEW    ENGLAND    GAS    AND    ELECTRIC  ASSOCIATION 

A  noteworthy  accession  to  the  Associated  System  during  the  year  was  the  inclusion 
of  the  New  England  Gas  and  Electric  Association.  This  is  a  Massachusetts  voluntary  asso- 
ciation, formed  under  a  Declaration  of  Trust  dated  December  31,  1926,  which  owns  very 
nearly  100%  of  the  stock  of  Cambridge  Electric  Light  Company,  Cambridge  Gas  Light 
Company,  Worcester  Gas  Light  Company,  and  the  entire  capital  stock  of  Cape  and  Vineyard 
Electric  Company,  New  Hampshire  Gas  and  Electric  Company  (formerly  Portsmouth  Power 
Company),  and  Middlesex  County  Electric  Company.  The  last  three  corporations  named 
were  included  in  the  "New  England  groups  of  operating  properties  in  the  report  for  1926 
but  have  since  been  transferred  to  the  New  England  Gas  and  Electric  Association. 

The  above  mentioned  operating  subsidiaries  of  the  New  England  Gas  and  Electric  Asso- 
ciation distribute  gas  and  electric  service  to  a  territory  having  a  population  of  approximately 
500,000  in  90  communities,  of  which  the  most  important  arc  Cambridge  and  Worcester, 
Massachusetts,  and  Portsmouth,  New  Hampshire. 

The  New  England  Gas  and  Electric  Association  is  owned  and  controlled  by  interests 
affiliated  with  the  Associated  Gas  and  Electric  Company.  While  the  Association  is  not  owned 
or  controlled  by  the  Associated  Gas  and  Electric  Company  or  its  subsidiaries,  the  Trustees  of 
the  Association  have  established  and  maintain  close  contact  in  operation  and  management 
with  the  Associated  Company  Group,  in  order  that  the  former  may  also  receive  the  advan- 
tages of  group  management. 

CONSTRUCTION 

The  more  important  construction  projects  completed  in  1927  were  the  following: 

Pennsylvania  Group 

Additional  25,000  horse  power  steam  turbine  in  the  Erie  plant. 

Installation  of  the  third  hydro -electric  unit,  12,000  horse  power,  in  the  Piney  station. 

Completion  of  a  new  warehouse  and  garage  in  Erie. 

New  110,000  volt  transmission  line,  40  miles  long,  between  Glory  and  Philipsburg. 

A  ten  inch  gas  line  in  Johnstown  constructed  to  improve  pressure  conditions  for  gas 
distribution  in  the  Johnstown  territory  and  to  supply  gas  to  the  Lorain  Steel  Works. 
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New  York  Group 

Additional  25,000  horse  power  steam  turbine  and  also  a  1,385  horse  power  boikr  in 
the  Staten  Island  plant. 

Completion  of  a  new  gas  plant  for  Ithaca. 

A  new  44,000  volt  transmission  line,  40  miles  long,  connecting  the  Colliers  plant  with 
Richfield  Springs. 

New  England  Group 

A  new  22,000  volt  transmission  line,  20  miles  long,  from  the  sub-station  at  Bourne  to 
Hyannis  along  the  north  shore  of  Cape  Cod  and  the  Buzzards  Bay  Canal. 

A  new  33,000  volt  transmission  line  from  the  Portsmouth  generating  station  to  the 
Massachusetts  state  line,  to  connect  with  the  distribution  lines  of  the  Amesbury  Electric  Light 
Company,  serving  Amesbury,  Massachusetts.    It  is  16  miles  long. 

Maritime  (Canada)  Group 

Installation  of  a  new  1,500  horse  power  steam  turbine  and  a  500  horse  power  boiler 
in  the  Fredericton,  New  Brunswick,  plant. 

In  addition  there  were  throughout  the  system  numerous  other  extensions  of  and  con- 
nections to  existing  lines,  and  other  large  expenditures  for  miscellaneous  extensions  and  addi- 
tions, including  poles,  wire,  mains,  meters,  transformers,  etc. 

The  capital  assets,  as  shown  by  the  attached  consolidated  balance  sheet  of  the  Associated 
Gas  and  Electric  Company  and  subsidiary  and  affiliated  companies  in  the  accounts  "Plant, 
Property,  Franchises,  and  Cost  of  Acquiring  Capital"  and  "Investments  in  Affiliated  Com- 
panies" amounted  to  $295,270,066.33  at  December  31,  1927. 


OPERATIONS 


A  condensed  comparative  consolidated  income  statement  showing  the  operating  results 
of  the  Company  and  subsidiaries  for  th«  calendar  years  1927  and  1926,  is  shown  below: 

Year  Ended  December  31  Increase 

1927                  1926  Amount  % 

Gross  Earnings    (including  Other  Income)  $35,296,741.19    $29,283,287.96  56,013.453.23  21 

Operating  Expenses.  Maintenance,  all  Taxes,  etc               18,264,654.74      15,521.978.16  2,742,676.58  18 


17.032,086,45 

13,761,309.80 

3.270.776.65 

24 

Fixed  Charges  and  Other  Deductions  from  Income: 

Subsidiary  and  Affiliated  Companies  

5,650.613.48 

5,615.965.27 

34,648.21 

1 

Associated  Gas  and  Electric  Company  

3,424,089.47 

2,318.506.80 

1.105.582.67 

41 

Total   Fixed    Charges   and    Other   Deductions  f 

rain 

9,074.702.95 

7,934,472.07 

1.140.230.88 

14 

Net  Income  Available  for  Renewals  and  Replacen 

tents 

Reserve,  Dividends,  and  Surplus  

7.957,383.50 

5.826.837.73 

2.130.545.77 

37 

Dividends  on  Preferred  Stock  

3.453,507.02 

1.662.153.57 

1.791.353.45 

108 

4,503,876.48 

4,164.684.16 

339.192.32 

S 

Provision  for  Renewals,   Replacements,   and  Retiren 

lents 

of  Fixed  Capital  (Depreciation)  

1.698,731.00 

1.627,193.10 

71.537.90 

4 

Balance  Available  for  Class  A  and  Other  Divid 

ends 

2,805.145.48 

2,537.491.06 

267.654.42 

11 
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As  shown  in  the  foregoing  statement,  1927  was  a  very  successful  year  for  your  Com- 
pany. Gross  earnings  increased  $6,013,453.23  or  21  per  cent  over  those  of  1926,  and 
after  deduction  of  operating  expenses,  maintenance,  and  taxes,  the  net  earnings  available  for 
fixed  charges  showed  an  increase  of  $3,270,776.65  or  24  per  cent  over  the  year  1926.  After 
the  deduction  of  fixed  charges  of  Parent  and  Subsidiary  Companies  (including  all  interest  and 
dividends  on  subsidiary  preferred  stocks) ,  the  net  income  available  for  renewals  and  replace- 
ments reserve,  dividends  on  capital  stocks  of  the  Associated  Gas  and  Electric  Company,  and 
surplus,  showed  an  increase  of  $2,130,545.77,  or  37  per  cent  over  1926.  After  the  deduc- 
tion of  dividends  on  preferred  stock  and  provision  for  renewals  and  replacements,  the  earnings 
available  for  other  dividends  and  surplus  for  the  year  amounted  to  $2,805,145.48. 

The  electric  department,  as  in  previous  years,  contributed  the  greater  portion  of  gross 
earnings,  approximately  73  per  cent  for  the  year  1927.  Detailed  income  statements  are 
included  in  a  succeeding  section  of  this  report. 

EMPLOYEES'  STOCK  INVESTMENT    AND    SAVINGS  PLAN 

The  management  early  in  1927  developed  the  idea  of  establishing  a  Stock  Investment  and 
Savings  Plan  for  the  benefit  of  the  employees  of  the  Associated  Gas  and  Electric  System, 
Provision  was  made  that  all  employees  of  the  Company  and  subsidiary  and  affiliated  organiza- 
tions, might  subscribe  for  Class  A  Stock  at  the  approximate  current  market  price,  for 
which  payment  might  be  made  only  by  deductions  from  the  employee's  compensation  at  the 
rate  of  one  dollar  per  month  for  each  share  subscribed,  with  the  addition  by  the  Company 
of  one  dollar  for  each  three  dollars  paid  in  by  the  subscribing  employee.  The  maximum 
amount  of  stock  for  which  any  employee  may  subscribe  is  fixed  with  relation  to  his  current 
rate  of  pay  in  such  a  way  that  at  the  price  per  share  of  the  initial  offer  the  monthly  deduc- 
tion from  his  pay  could  not  exceed  ten  per  cent  of  his  total  compensation  for  the  month. 
Interest  on  the  balances  credited  to  each  employee,  pending  the  accumulation  of  an  amount 
sufficient  to  purchase  at  least  one  full  share  for  the  employee's  account,  is  paid  annually  at  the 
rate  of  5  per  cent  per  annum. 

The  above  plan  was  placed  in  operation  in  May,  1927,  and  at  the  close  of  the  year 
approximately  87%  of  all  eligible  employees  had  subscribed  to  a  total  of  over  51,000  shares, 
having  an  aggregate  value  at  present  market  quotation  of  nearly  $2,500,000. 


PUBLIC  RELATIONS 

The  relations  of  the  Associated  System  properties  with  the  public  served  are  satisfac- 
tory. The  properties  have  always  been  maintained  at  a  high  degree  of  efficiency,  in 
order  that  the  best  possible  service  could  be  given  the  consumers.  During  the  year  a  con- 
siderable expenditure  was  made  for  bettering  connections  between  existing  lines  and  systems 
and  for  improving  the  facilities  of  the  various  plants.  These  improvements,  resulting  in 
greater  efficiency  for  the  various  properties  of  the  System,  help  to  maintain  good  will  between 
the  Associated  System  and  the  public  served  by  it. 
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SHAREHOLDERS 

Further  evidence  of  the  satisfactory  relations  with  consumers  is  indicated  by  the  results  of 
the  Customer  Ownership  campaigns  carried  on  during  the  past  year  for  the  sale  of  securities  of 
the  Associated  Gas  and  Electric  Company.  Preferred  stocks  were  sold  in  the  several  operating 
districts  during  the  early  part  of  1927,  and  Convertible  Debenture  obligations  during  the 
greater  portion  of  the  year.  The  campaigns  carried  on  for  the  sale  of  these  securities  were  very 
successful,  resulting  in  the  addition  of  12,000  customer  investors  during  the  year,  making  a 
total  of  36,000  customer  owners. 

The  following  chart  graphically  shows  the  growth  in  the  number  of  shareholders  since 
the  organization  of  the  Company,  and  in  more  marked  form  the  increase  since  the  policy  of 
the  present  management  which  was  instituted  in  1923,  of  enlarging  the  Company  and  dis- 
tributing its  securities  among  a  large  number  of  investors. 
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FINANCING 

At  the  date  of  writing  this  report  your  Company  has  nearly  completed  another  stage 
in  a  comprehensive  plan  which  was  initiated  in  November,  1927,  for  improving  and  simpli- 
fying its  capital  structure.  The  enormous  capital  investment  of  public  utility  enterprises 
and  the  huge  increase  each  year  in  the  demand  for  new  capital  to  supply  the  needs  of 
the  rapidly  growing  light  and  power  industry  create  a  financial  problem  of  the  first  magnitude. 
This  seems  an  opportune  time  to  review  the  methods  by  which  the  Associated  System  has  met 
its  particular  problem,  with  some  indication  of  its  plans  for  the  future. 
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Principles  of  Associated  Financing 

The  financial  policy  of  the  Associated  management  has  been  characterized  by  a  radical 
departure  from  the  practice  that  had  hitherto  prevailed  among  nearly  all  the  large  public 
utility  groups.  This  practice  was  based  on  the  theory  that  loan  financing,  that  is,  the  issue 
of  bonds  or  other  long  term  obligations,  whether  secured  or  unsecured,  should  be  con- 
fined to  obligations  of  the  local  operating  units.  The  central  financing  company,  commonly 
called  the  "Parent"  company,  usually  in  the  earlier  stage  of  group  management  issued  only  its 
common  stock  backed  by  its  holdings  of  equity  interests  in  the  local  companies.  Later,  as  the 
demands  for  new  capital  became  ,  more  insistent,  the  parent  company  issued  preferred  stock  but 
generally  tried  to  avoid  incurring  any  debt  except  as  a  last  resort.  As  a  result  of  this  policy  the 
local  operating  properties  of  many  public  utility  groups  came  to  be  covered  to  the  limit  with 
mortgage  bonds,  debentures,  and  preferred  stock,  with  the  parent  company  often  holding  only 
a  bare  majority  of  the  voting  common  stock. 

Under  such  conditions  the  securities  of  the  local  operating  company,  which  were  then  the 
principal  source  of  capital  funds,  usually  could  find  their  market  only  in  the  comparatively  small 
community  which  the  operating  company  served.  The  parent  company  might  issue  preferred 
stock  of  its  own  to  be  absorbed  by  the  general  financial  markets  of  the  country,  but  because  of 
the  slender  equity  which  it  too  often  represented,  this  stock  was  generally  put  out  only  at  a 
large  discount,  and  with  a  wide  spread  for  selling  costs  and  for  profit  to  cover  the  marketing 
risk  of  the  stock  dealers.  The  common  stocks  of  such  public  utility  investment  companies  were 
usually  considered  highly  speculative  and  in  some  cases  sold  for  not  more  than  five  times  the 
earnings  reported  as  applicable  to  them. 

That  such  a  policy  had  its  weakness  became  very  evident  during  the  trying  period  of 
war  changes  from  1917  to  1921.  Notwithstanding  the  fundamental  soundness  of  the  light 
and  power  industry  it  seemed  for  a  time  that  it  would  require  (but  for  very  different  reasons) 
as  drastic  and  long  drawn  out  a  period  of  financial  readjustment  as  that  from  which  the  rail- 
roads were  then  suffering. 

Management  Cleared  Away  Old  Financial  Structure 

The  Associated  management  was  one  of  the  first  to  perceive  the  possibilities  that  iay  in  a 
different  financial  plan.  The  essence  of  this  plan  was  the  restriction  to  the  minimum  of  the 
issue  of  underlying  bonds  and  preferred  stocks  of  local  operating  companies  and  the  building 
up  in  every  possible  way  of  the  credit  of  the  parent  company  to  a  point  where  it  could  obtain 
all  the  new  money  needed  for  its  operating  properties,  whether  by  loan  or  share  capital, 
through  the  issuance  of  its  own  securities. 

In  1921  the  Associated  Gas  and  Electric  Company  came  under  its  present  financial  man- 
agement. This  management  was  resolved  to  put  into  effect  the  financial  policy  described 
above,  but  was  unable  to  do  so  immediately  because  of  the  existing  financial  structure  and  the, 
perhaps,  ultra-conservative  attitude  of  its  bankers  at  that  time.  In  fact,  the  first  move  made  by 
the  new  management  in  its  effort  to  break  the  shackles  of  financial  tradition  was  a  step  in  a  direc- 
tion contrary  to  the  policy  described  above  in  which,  nevertheless,  the  management  was  con- 
vinced, lay  ultimately  the  best  possibilities  for  the  free  development  of  the  industry. 

This  first  step  was  necessitated  by  the  fact  that  your  Company  at  that  time  controlled 
a  group  of  comparatively  small  utility  corporations,  none  of  which  had  sufficient  credit  to 
permit  the  successful  marketing  of  its  own  bonds  or  stocks.    Each  of  these  small  operating 
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units  had  a  mortgage  on  its  own  plant  and  property,  and  the  bonds  secured  by  such  mort- 
gages had  been  gathered  together  and  deposited  under  a  Collateral  Trust  Mortgage  which  in 
turn  secured  bonds  in  the  hands  of  the  public. 

The  Collateral  Trust  Mortgage  was  drawn  for  bankers  who  had  incorporated  in  the 
Indenture  as  many  limitations  and  restrictions  as  the  borrowing  corporation  would  accept, 
with  the  sole  purpose  of  enhancing  the  security  and,  hence,  the  salability  of  the  Collateral 
Trust  bonds  issued  thereunder,  but  with  little  thought  to  the  future  needs  of  the  Com- 
pany in  raising  new  capital  to  meet  demands  for  additional  or  extended  service.  Such  demands 
in  1922,  just  after  the  abnormal  conditions  created  by  the  Great  War,  were  very  heavy.  To 
meet  them  the  Company  had  recourse,  in  the  first  instance,  to  the  public  marketing  of  bonds 
secured  directly  by  the  strongest  of  its  then  owned  underlying  properties,  the  present  New  York 
State  Electric  Corporation. 

Because  of  the  Company's  low  earnings  and  the  relatively  poor  credit  and  reputation, 
which,  in  common  with  many  other  public  utility  companies,  it  then  had,  no  other  means  of 
raising  the  capital  necessary  for  expansion  seemed  possible  at  the  time,  and  such  expansion  in 
turn  seemed  to  be  the  only  way  of  enabling  the  company  to  rid  itself  of  the  restrictive  Collateral 
Trust  Mortgage  which  was  throttling  it  and  preventing  its  natural  development. 

The  proceeds  of  the  New  York  State  company  mortgage  bonds  were  used  in  building 
up  the  property  with  resulting  increased  earnings.  This  increase  soon  permitted  a  second 
issue  of  such  bonds,  the  proceeds  of  which  were  used  to  call  and  redeem  the  Collateral  Trust 
bonds,  thereby  releasing  all  the  properties  from  the  restrictions  of  the  Collateral  Trust 
Indenture. 

First  Step  in  Financial  Policy 

As  soon  as  the  old  Collateral  Trust  Mortgage  Bonds  were  called,  the  credit  of  the  Parent 
Company  improved  tremendously.  This  action  thus  made  possible  the  first  permanent  step 
toward  putting  into  effect  the  new  financial  policy  of  the  Associated  Gas  and  Electric  System 
which  has  since  been  consistently  followed  and  developed. 

This  step  was  the  sale  of  Associated  Gas  and  Electric  Company  Preferred  Stock  to  the 
customers  of  the  various  operating  companies.  That  first  issue  of  Parent  Company  preferred 
stock  is  now  known  as  the  Original  Series  Preferred  Stock,  with  a  liquidation  or  prefer- 
ence value  of  $50  per  share  callable  at  $60,  paying  dividends  of  $3.50  annually,  equiva- 
lent to  a  rate  of  7%  per  annum  on  the  preference  or  liquidation  value.  Beginning  with  that 
issue  practically  no  financing,  except  of  a  temporary  nature,  has  been  done  with  securities  of 
the  local  operating  companies  which  make  up  the  Associated  System. 

All  the  requirements  of  the  great  expansion  that  has  taken  place  since  the  first  issue  of 
Original  Series  Preferred  Stock  have  been  met  principally  through  Parent  Company  issues  of 
various  types.  Because,  however,  this  policy  was  new,  the  management  felt  that  it  should 
not  rely  entirely  on  its  own  judgment  as  to  its  soundness  and  practicability  but  should  keep 
in  a  position  where  it  would  be  able  to  resort  to  the  older  and  customary,  though  fundamen- 
tally less  sound  and  satisfactory,  plan,  of  financing  through  underlying  operating  company 
securities,  if  that  should  become  necessary.  There  has,  therefore,  been  kept  ready  for  offer- 
ing at  all  times,  if  emergency  should  arise,  a  large  amount  of  bonds  secured  by  direct  mortgage 
lien  on  the  various  operating  properties. 

To  this  end  there  was  created  the  First  and  Refunding  Mortgage  of  Kentucky-Tennessee 
Light  and  Power  Company  about  the  time  the  Associated  Gas  and  Electric  Original  Series 
Preferred  Stock  was  put  on  the  market.    Similar  indentures,  authorizations,  and  approvals  have 
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been  obtained,  where  required  by  law,  from  the  regulatory  commissions  of  New  York  and 
other  states,  for  substantial  amounts  of  mortgage  bonds  of  many  other  operating  companies 
which  have  never  been  actually  issued  for  distribution  to  the  public. 

The  first  major  financing  undertaken  after  the  policy  of  issuing  only  Parent  Company 
securities  had  been  definitely  adopted,  was  the  offering  of  $3,500,000  Secured  Gold  Bonds  bear- 
ing 6  3-4%  interest  which  were  sold  to  the  public  at  about  95.  The  comparatively  high 
interest  rate  was  due  in  part  to  lack  of  confidence  of  security  dealers  in  the  new  policy  of 
Parent  Company  financing.  The  management, however,  felt  certain  that  its  policy  was  sound 
and  that  a  lower  rate  of  interest  could  be  realized  in  subsequent  financing. 

Within  a  short  time  numerous  opportunities  for  growth  through  acquisition  and  extensions 
offered  themselves,  which  the  Company  was  able  to  take  advantage  of  through  the  rapid 
improvement  of  its  credit.  The  amount  raised  by  that  issue  consequently  was  found  to  be 
insufficient  for  the  rapidly  expanding  needs  of  the  Company.  Accordingly  a  new  issue  of 
$14,000,000  similarly  secured  but  bearing  only  6%  interest  was  successfully  offered  and  sold 
to  the  public  at  the  same  price — about  95.  With  such  improvement  in  its  credit,  the  Company 
also  found  it  advantageous  to  retire  the  $3,500,000  issue  of  6%s  on  January  1,  1927, 
although  it  was  not  due  until  1955. 

"Over-all"  Earnings  Limitation 

A  notable  feature  of  the  Indenture  securing  these  two  issues  of  bonds,  which  is  worthy  of 
more  extended  discussion  than  is  possible  within  the  limits  of  this  report,  was  that  for  the 
first  time  it  gave  reasonably  complete  recognition  to  the  logical  method  of  framing  earnings 
restrictions  when  the  indenture  applies  to  security  issues  of  investment  or  holding  companies 
controlling  one  or  more  subsidiary  corporations.  Investment  bankers  in  testing  the  intrinsic 
worth  of  security  issues  by  such  corporations,  apply  the  so-called  "over-all"  test,  that  is, 
they  compare  the  total  consolidated  net  earnings  applicable  to  all  interest  charges  with  the 
total  interest  charges  on  the  proposed  issue  and  all  interest  and  dividends  ranking  senior. 

While  this  test  has  been  in  general  use  by  investment  bankers  to  aid  them  in  forming 
their  own  individual  opinions  as  to  the  relative  merits  of  securities,  it  had  become  the  almost 
universal  custom  in  published  descriptions  of  securities,  and  in  the  clauses  of  their  indentures 
which  specifies  the  earnings  rule  to  limit  the  issue,  to  use  the  so-called  "times  after"  basis — that 
is,  to  compare  the  amount  of  consolidated  net  earnings  remaining  after  deducting  prior  fixed 
charges,  with  the  interest  requirements  of  the  particular  issue  and  to  state  how  many  times  such 
interest  was  earned. 

It  is  now  generally  conceded  that  the  "over-all"  comparison  gives  the  only  sound  basis 
for  determining  the  true  merits  of  an  investment  issue.  The  indenture  for  these  Associated 
issues  was,  it  is  believed,  the  first  to  make  this  test,  using  the  relation  of  the  consolidated 
earnings  to  the  consolidated  debt  charges,  an  essential  features  of  its  restricting  clauses. 

Growth  of  System  and  Relation  to  Financing 

By  this  time  the  credit  of  what  had  become  widely  known  as  the  Associated  System  was 
advanced  so  far  that  the  management  was  able  to  enlist  the  support  and  active  cooperation 
of  a  banking  group  with  strong  and  far-reaching  affiliations,  larger  than  any  with  which  it  had 
previously  been  associated.  This  banking  group  which  is  now  the  sponsor  for  the  debt  financ- 
ing of  the  Associated  System  is  headed  by  Harris,  Forbes  &  Co. 


[  13  ] 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


With  its  financial  plans  successfully  developing,  and  its  credit  steadily  improving,  the 
Associated  System  constantly  acquired  new  properties  until  it  became  one  of  the  country's 
larger  light  and  power  groups.  While  this  process  of  unification  went  on  the  business  of  the 
individual  properties  expanded  with  the  increase  in  the  population  and  demands  for  service 
in  their  respective  territories. 

Largest  Bond  Issue 

The  development  of  the  System,  however,  made  evident  the  necessity  for  consolidating 
as  well  as  refunding  numerous  obligations.  The  next  important  financial  step,  therefore,  was 
the  issue  of  $65,000,000  Associated  Electric  Company  5%%  Convertible  Gold  Bonds  which 
were  sold  to  the  public  at  95  J4.  The  offering  was  an  outstanding  achievement  in  the  history 
of  public  utility  financing.  It  still  remains  the  largest  single  offering  of  debenture  bonds 
ever  sold  by  any  light  and  power  enterprise  in  the  world. 

The  sale  of  the  5  %  %  Debentures  marked  an  important  advance  over  the  marketing 
of  the  previous  issue  of  $14,000,000  6%  bonds,  and  the  still  earlier  issue  of  $3,500,000 
6y2%  bonds,  all  at  approximately  the  same  price  to  the  public,  about  95.  However,  even 
this  $65,000,000  issue  proved  to  be  merely  an  intermediate  step  toward  the  desired  financial 
position,  where  the  basic  issues  of  the  System's  financial  structure  would  be  permanent,  and  of 
a  nature  giving  reasonable  certainty  that  they  would  not  have  to  be  called  and  redeemed  or 
otherwise  retired  within  a  comparatively  short  time  after  their  issue. 

The  indenture  for  the  Associated  Electric  Debentures  likewise  measured  the  earnings  and 
amount  of  bonds  which  might  be  issued  and  the  charges  against  them,  by  the  so-called  "over- 
all" rule. 

In  addition  it  contained  a  further  improvement  from  the  standpoint  of  safe  and  con- 
servative financing  which  had  not  theretofore  appeared  in  any  debenture  indenture,  in  that 
it  contained  a  limitation  upon  the  amount  of  underlying  or  prior  debt  and  stocks  as  com- 
pared with  the  amount  of  debt  issuable  under  the  Indenture  itself. 

With  these  two  principles  established  the  investor  has  before  him  a  method  of  ready 
and  easy  comparison  between  apparently  similar  issues  to  determine  their  investment  merit 
from  the  standpoint  of  earnings  and  rank.  A  more  extended  description  of  this  issue,  for 
those  interested,  may  be  found  in  the  1926  report  of  Associated  Electric  Company. 

The  next  major  piece  of  financing  looking  toward  a  permanent  financial  structure  was 
the  issue  of  $40,000,000  Associated  Gas  and  Electric  Company  5J/2  Convertible  Gold 
Debentures  due  1977,  unsecured  and  unrestricted.  Although  these  debentures  are  in  some 
important  respects  junior  to  the  Convertible  5  l/zS  of  Associated  Electric  Company,  it  soon 
became  evident  that  the  later  issue  due  1977  was  equally  attractive  to  investors,  undoubtedly 
because  it  is  the  direct  obligation  of  the  better  known  Associated  Gas  and  Electric  Company, 
the  Parent  Company  itself. 

The  convertible  feature  of  the  5J/zs  of  1977  was  also  largely  responsible  for  their 
popularity  with  investors,  but  this  obviously  depended  upon  the  attractiveness  of  the  junior 
or  equity  securities  into  which  they  were  convertible. 

Building  Up  the  Equity 

A  cardinal  point  in  the  management's  financial  policy  has  been  the  effort  to  build  up, 
maintain,  and  extend  the  equity  financing  in  proportion  as  the  debt  increased,  thereby  increas- 
ing the  equity  behind  the  long  term  debt.  Originally  the  Associated  Gas  and  Electric  Com- 
pany had  only  Common  and  Preferred  stock.  In  1925  the  Common  stock  was  divided  into 
"Class  A"  and  "Class  B"  stock,  and  later  the  "Class  B"  was  further  subdivided  into  "Class 
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B"  and  Common.  These  issues,  with  their  carefully  graded  rights  to  share  in  the  general 
prosperity  of  the  Company,  permit  of  junior  financing  which  appeals  to  all  classes  of  inves- 
tors. Two  hundred  thousand  shares  of  the  then  new  "Class  A"  stock  were  originally  mar- 
keted through  a  group  of  investment  bankers.  Thereafter  this  was  increased  through  stock 
dividends  and  sales  directly  by  the  Company  to  consumers  and  others  to  about  400,000 
shares  by  the  early  part  of  1927. 

The  Class  A  stock  was  originally  offered  at  $26  a  share.  The  growth  of  the  light  and 
power  industry  and  the  confidence  of  the  investing  public  in  the  financial  policy  of  the  Asso- 
ciated System  have  been  evidenced  by  the  gradual  rise  in  the  market  value  of  the  stock  to  a 
maximum  price  of  over  $52  per  share,  and,  at  the  date  of  writing  this  report,  to  about  $48 
per  share. 

While  the  Class  A  stock  was  thus  finding  favor  with  investors,  the  Company  was  selling 
through  its  "Customer  Ownership"  department  to  its  customers,  considerable  amounts  of  pre- 
ferred stock  and  debentures  convertible  into  preferred  stock  at  the  Company's  option.  In 
addition  to  these  sales  and,  more  or  less  as  a  result  of  them,  interest  was  aroused  among  invest- 
ment bankers  in  the  rapid  growth  of  the  Company  and  the  confidence  of  the  public  in  its  securi- 
ties was  greatly  enhanced  when  it  became  apparent  that  the  management's  policy  of  expansion 
and  financing  was  sound  and  was  meeting  the  approval  of  investors,  offering  a  safe  security 
with  a  wider  market  than  securities  of  many  similar  enterprises  which  persisted  in  financing 
through  small  issues  of  underlying  securities.  This  led  to  an  issue  of  100,000  shares  of  pre- 
ferred stock  carrying  a  preferential  dividend  of  $6.50  per  annum,  which  was  distributed 
through  security  dealers  all  over  the  country. 

The  wide  distribution  of  holdings  resulting  from  the  foregoing  is  graphically  illustrated 
by  the  following  chart: 


97.41%  OF  STOCKHOLDERS 
OWN  100  OR  LESS 
SHARES  EACH 


[  15  ] 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


That  the  shareholders  of  the  Associated  System  are  not  residents  alone  of  the  financial 
sections  of  the  eastern  states  nor  of  the  territories  served  by  the  System  is  graphically  illustrated 
in  the  following  map  which  shows  the  shareholders  by  states  throughout  the  United  States,  as 
well  as  the  number  of  holders  in  foreign  countries,  indicating  a  wide  geographical  distribution. 
Many  hundreds  of  foreign  holders  also,  of  course,  keep  their  holdings  in  the  names  of  domes- 
tic banks  and  bankers.  A  tabulation  of  the  geographical  distribution  of  shareholders  appears 
on  the  last  page. 


Permanent  Financial  Structure 


The  early  part  of  1927  may  be  said  to  mark  the  beginning  of  the  program  for  the  perma- 
nent financial  structure  of  the  Associated  System,  which,  when  completed,  it  is  hoped  will 
endure,  at  least  in  its  general  outline,  for  a  great  many  years  to  come.  The  preliminary  step 
toward  carrying  out  this  program  was  the  marketing  through  bankers  in  February,  1927,  of 
an  additional  100,000  shares  of  Class  A  stock.  The  purpose  of  the  offering  was  not  pri- 
marily the  raising  of  additional  capital — about  $4,000,000  was  derived  therefrom — but 
chiefly  to  bring  the  Class  A  stock  to  the  attention  of  a  greater  number  of  prospective  inves- 
tors in  this  class  of  securities.  The  sale  of  the  100,000  shares  of  Class  A  stock  which  was 
carried  out  successfully,  brought  the  total  amount  of  this  stock  outstanding  up  to  500,000 
shares. 
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By  the  summer  of  1927  all  was  in  readiness  for  the  final  steps  in  the  process  of  con- 
solidating the  System's  security  issues  and  further  simplifying  the  financial  structure  which 
was  begun  in  the  fall  of  1927  and  is  now  just  drawing  to  a  successful  conclusion.  The 
first  of  these  was  an  offering  to  Company  security  holders  of  200,000  additional  shares  of 
Class  A  stock,  which  brought  the  total  amount  of  such  stock  outstanding  up  to  700,000 
shares.  The  response  to  this  offering  was  most  gratifying  as  the  stock  was  quickly  oversub- 
scribed. The  success  of  this  offering  demonstrated  the  favorable  opinion  of  their  investment 
held  by  the  Company's  own  security  holders. 

The  second  step  in  this  financial  program  was  the  issue  through  the  Company's  bankers 
of  $20,000,000  Associated  Electric  4J^%  bonds  at  94%.  These  bonds  were  on  a  parity 
with  the  first  Associated  Electric  Convertible  bonds  which  bore  the  coupon  rate  of  5  J4  %  and 
had  been  put  out  at  95J4.  The  great  decrease  in  the  cost  of  capital  to  the  borrowing 
Company  is  due  in  some  measure  to  the  difference  in  the  general  market  for  such  securities 
between  the  two  dates,  but  to  a  greater  extent  it  represents  the  enhanced  credit  of  the  Associated 
System. 

The  third  step  was  a  public  offering  of  Gold  Debenture  Bonds,  Consolidated  Refunding 
5%  Series  due  1968,  of  Associated  Gas  and  Electric  Company,  in  exchange  for  outstanding 
funded  debt  of  the  Associated  Gas  and  Electric  System.  As  a  result  of  this  offer  approximately 
$32,500,000  of  underlying  securities  were  exchanged  for  these  bonds,  thus  saving  to  a  large 
extent  the  expenses  incident  to  a  public  sale  of  the  bonds  for  cash  and  the  use  thereof  for  the 
redemption  of  the  underlying  securities.  The  bonds  issued  by  way  of  exchange  and  a  small 
additional  amount  sold  to  the  Company's  bankers  brought  the  total  issue  of  this  series  to 
$35,000,000. 

The  fourth  step  was  the  offering  to  the  Company's  security  holders  of  the  Convertible 
W/2  %  Gold  Debentures  due  1948,  which  was  oversubscribed  immediately.  The  total  amount 
of  bonds  of  this  issue  was  $63,000,000. 

At  the  time  the  Consolidated  Refunding  5  <f0  Bonds  of  Associated  Gas  and  Electric  Com- 
pany were  authorized,  it  was  expected  that  this  issue,  together  with  the  Convertible  4j4% 
Debentures,  would  be  used  as  a  vehicle  for  the  completion  of  the  consolidation  and  refunding 
of  the  outstanding  funded  debt  of  the  Associated  Gas  and  Electric  System.  The  improvement 
in  the  Company's  financial  structure  as  a  result  of  these  issues  was  so  obvious,  however,  and 
the  enhancement  of  its  credit  was  so  immediate,  that  the  management  concluded  that  the 
remainder  of  the  program  could  be  accomplished  through  the  medium  of  a  Series  of 

Consolidated  Refunding  Bonds.  Accordingly,  the  Board  of  Directors  authorized  a  4J4% 
Series,  due  1958,  which  are  now  being  offered  in  exchange  for  outstanding  securities  of  the  Sys- 
tem senior  thereto.  It  is  believed  when  the  cost  of  money  resumes  its  generally  expected  lower 
trend,  that  an  issue  of  approximately  $50,000,000  of  this  series  will  complete  the  financial 
plans  of  the  management  as  at  present  developed. 

The  decrease  in  the  amount  of  mortgage  and  secured  debt  resulting  from  the  financial 
policy  followed  is  clearly  illustrated  in  the  following  chart,  showing  its  very  pronounced  rela- 
tive and  actual  downward  tendency  since  1925.  The  chart  also  shows  graphically  the 
sound  relationship  of  the  total  funded  debt  to  total  assets,  proper  relationship  of  these  being 
most  essential  to  a  good  financial  structure. 
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ASSOCIATED  GAS  &  ELECTRIC  SYSTEM 


Total 

Mortgage  and 

Total 

Year 

Assets 

Secured  Debt 

Funded  Debt 

1910  

%  3,094,329 

$  1,670,000 

i  1,921,000 

1911  

3,082,864 

1,670,000 

1,921,000 

1912  

4,187,938 

2.056,500 

2,307,500 

1913  

5,638,346 

2,926,500 

2,926,500 

1914  

5,178,323 

2,668,500 

2,668,500 

1915  

5,079,056 

2,680,500 

2,680,500 

1916_._ 

5,996,661 

3,431,500 

3,431,500 

1917  

6,167,828 

3,523,400 

3.523,400 

1918..„  

6,232,732 

3,527,100 

3,527,100 

1919  

6.375,356 

3,522.600 

3,522,600 

1920  

6,577,019 

3,658,800 

3.658,800 

1921  

6,942,570 

3,619,000 

3,619,000 

1922  

14,962,693 

6.702,600 

6.702,600 

1923  

18,245,316 

6,329,690 

6,329,690 

1924.._™ 

64,990.095 

20.452,900 

20,452,900 

1925  

217,388,431 

85,034,850 

111,554,007 

1926  ._ 

264,362,697 

53,297,200 

134,704,100 

1927  

376,222,097 

38,045,150 

185,369,150 

•12    '13    '14    '15    '16    '17    '18    '19    '20    '21     '22    '23    '24    '25    '26  '27 


Financial  Structure — Recapitulation 

When  this  final  step  has  been  taken  and  the  perpetual  debentures  converted  into  stocks, 
the  financial  structure  of  your  Company  will  have  the  following  form: 

1.  Junior  stocks — Class  A,  B,  and  Common. 

2.  Preferred  stocks — All  with  equal  rights  except  as  to  rate  of  dividends. 

3.  5>4%  Convertible  Gold  Debentures  due  1977,  which  are  being  converted  into 
Class  A  and  Common  stock. 

4.  5%  Consolidated  and  Refunding  bonds  due  1968. 

5.  4^%  Consolidated  and  Refunding  bonds  due  1958. 

6.  4>4%  Convertible  Gold  Debentures  due  1948. 

7.  Associated  Electric  Company  Gold  Bonds  4^%  Series  due  1953. 

8.  A  few  non-callable  underlying  issues  which  either  mature  or  become  callable 
within  a  comparatively  few  years  and/or  which  may  be  called  for  redemption 
from  time  to  time. 

The  earliest  maturity  for  any  of  the  above  debt  issues  (excluding  the  small  underlying 
issues  referred  to  in  the  8th  classification)  is  1948.  As  far  as  can  be  foreseen  at  this  time,  the 
bonds  now  outstanding  or  to  be  issued  under  the  indentures  securing  the  long  term  debt 
described  in  the  preceding  paragraph  or  similar  issues  will,  for  a  long  time  to  come,  provide 
adequately  for  such  part  of  the  Associated  System's  capital  requirements  as  good  financial 
judgment  suggests  should  be  met  by  borrowing  money. 
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The  extent  to  which  additional  stock  can  be  issued  is  limited,  of  course,  by  the  earnings 
of  the  System.  These  have  been,  and  give  prospect  of  continuing  to  be,  large  enough  to 
insure  as  favorable  markets  as  heretofore  for  both  the  dividend  paying  and  the,  as  yet,  non- 
dividend  paying  stock. 

Financial  Policy  Results  in  Lowering  Costs  of  Borrowed  Capital 

That  the  policy  of  financing  wholly  through  parent  company  securities  has  been  justified 
in  its  results  is  evidenced  by  the  following  chart  which  gives  a  comparison  of  yield  trends 
between  Associated  System  bonds  and  the  bonds  of  a  dozen  other  large  public  utility  groups. 

The  downward  tendency  of  both  curves  also  illustrates  the  improvement  in  credit 
conditions  during  the  period,  for  business  generally  and  for  public  utilities  in  particular. 
The  fact  that  Associated  bonds  have  since  early  in  1927  been  selling  on  a  yield  basis  decreas- 
ing more  rapidly  than  that  for  the  average  of  other  similar  bonds,  is  the  best  indication  of 
the  success  of  your  Company's  financial  policies. 
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Trend  of  Yield 

Interest  return  on  all  Associated  bonds  compared  with  the 
average  of  all  the  bonds  of  the  twelve  largest  similar  enterprises. 

The  most  obvious  next  step  to  consider  is  the  possibility  of  substituting  for  the  present 
outstanding  preferred  shares,  securities  carrying  a  lower  charge  against  earnings.  The  pre- 
ferred shares,  all  of  equal  rank,  now  include  shares  which  carry  preferential  dividends  of 
$3.50  on  shares  with  a  preferential  value  of  $50,  redeemable  at  $60;  and  shares  which  carry 
preferential  dividends  of  $7.00,  $6.50,  and  $6.00  on  shares  with  a  preferential  value  of  $100, 
redeemable  at  $105.  It  now  seems  probable  that,  with  the  present  credit  of  the  Company 
and,  perhaps,  by  taking  advantage  of  a  slight  further  reduction  in  the  cost  of  long  term  capital 
which  appears  to  be  ultimately  in  prospect,  all  these  preferred  stocks  can  be  redeemed  and  the 
necessary  refunding  capital  obtained  by  securities  having  no  greater  preference  in  their  claim  on 
earnings  than  the  preferred  stock  now  outstanding,  but  with  a  fixed  charge  of  not  much  over 
five  per  cent  on  the  money  thus  procured.  If  and  when  this  is  accomplished  the  resulting 
balance  of  earnings  for  the  Class  A  and  Common  stocks  will,  of  course,  be  considerably 
increased. 
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Financial  Condition  and  Comparative  Financial  Statements 

The  books  of  account  of  the  Company  (as  has  been  customary  for  many  years  here- 
tofore) have  been  audited  by  Messrs.  Haskins  5i  Sells,  Certified  Public  Accountants,  whose 
certificate  is  appended  hereto  as  part  of  this  report. 

Immediately  following  the  Certificate  are  set  forth  the  condensed  consolidated  income 
account  of  the  Company  and  its  subsidiary  and  affiliated  companies  for  the  year  ended  Decem- 
ber 31,  1927,  showing  the  earnings  for  the  year,  and  a  condensed  consolidated  balance  sheet 
at  December  31,  1927,  which  reflects  the  financial  condition  at  that  date,  both  as  referred  to  in 
the  Certificate. 

As  is  customary,  on  the  opposite  page  immediately  following  the  text  of  this  report  there 
will  be  found  comparative  consolidated  income  accounts  for  the  five  years  1923  to  1927, 
inclusive. 

The  report  contains,  for  the  first  time,  comparative  consolidated  balance  sheets  for  each 
year  of  this  period. 

For  the  information  of  those  who  are  interested  in  a  corporate  statement  of  the  Associated 
Gas  and  Electric  Company,  there  are  also  included,  for  like  periods,  Associated  Gas  and  Electric 
Company  Comparative  Income  Accounts  and  Balance  Sheets. 

All  of  these  statements  reflect  the  rapid  growth  of  the  Company. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  MANGE, 

President. 
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COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT  OF  COMPANY  AND  SUBSIDIARY 
AND  AFFILIATED  COMPANIES  ONLY  SINCE  DATES  OF  ACQUISITION 


Calendar  Years 


Gross  Earnings: 

1923 

1924 

1925 

1926 

1927 

Electric   

$2,561,156.15 

$4,496,650.05 

$14,358,261.14 

$21,504,148.71 

$23,302,139.58 

Gas  — ..—  

639,569.54 

668,857.95 

1.209,817.34 

2.188,593.13 

4,147,801 .08 

Water,  Transportation,  Heat  and 

Miscellaneous    

62,631.09 

147,109.71 

3,108,809.30 

4,370,284.09 

3,873,346.21 

Total 

53,263,356.78 

$5,312,617.71 

$1 

8,676,887.78 

$28,063,025.93 

$31,323,286.87 

Operating  expenses,  Mainte- 

2,154,740.43 

3,497,206.47 

11,080,384.03 

'  15,521,978.16 

18,264,654.74 

Net  Earnings  

$1 

,108,616.35 

$1,815,411.24 

$ 

7,596.503.75 

$12,541,047.77 

$13,058,632.13 

Other  Income 

213,710.30 

345,955.33 

774,259.09 

1,220.262.03 

3,973,454.32 

Gross  Income    -. 

$1,322,326.65 

$2,161,366.57 

$ 

8,370,762.84 

$13,761,309.80 

$17,032,086.45 

Less  Fixed  Charges  and  Other 

Deductions  of  Subsidiary  and 

Affiliated  Companies 

387,330.95 

3.101,883.03 

3,OlJ,V  03.2/ 

C  (En  ^ T  J  AO 

3,6>U,01i.4a 

Balance   

$ 

934,995.70 

$1,340,898.30 

$ 

5,268,879.81 

$  8,145.344.53 

$11,381,472.97 

Fixed    Charges    and  Other 

Deductions    of  Associated 

Gas  and  Electric  Company: 

S 

78,459.40 

$  148.568.46 

$ 

971.924.71 

$  1,904,988.85 

$  2,893,426.54 

Interest  on  Floating  Debt_™~ — 

42,698.43 

79,486.60 

505,322.27 

413,517.95 

530,662.93 

Total  Fixed  Charges  of  Asso- 

ciated   Gas    and  Electric 

Company  

$ 

121,157.83 

S  228,055.06 

% 

1,477,246.98 

$  2,318,506.80 

%  3,424,089.47 

Net    Income    available  for 

RENEWALS  AND  REPLACEMENT 

Reserves,  Dividends  and  Sur- 

plus   

$ 

813,837.87 

$1,112,843.24 

* 

3,791,632.83 

$  5,826,837.73 

$  7,957,383.50 

Dividends  on  Preferred  Stock...... 

119,459.09 

284,371.75 

828,673.77 

1,662,153.57 

3,453,507.02 

BALANCE  

$ 

694,378.78 

$  828,471.49 

$ 

2,962,959.06 

$  4,164,684.16 

$  4,503,876.48 

Less:   Reserved  for  Renewals 

and  Replacements 

179,822.10 

289,414.19 

1,036,112.55 

1.627,193.10 

1,698,731.00 

BALANCE  FOR  FURTHER  DIVIDENDS 

AND  SURPLUS 

$ 

514,556.68 

$  539,057.30 

$ 

1,926,846.51 

$  2,537.491.06 

$  2,805,145.4! 

Deduct — Class  A  Priority  Div- 

idend $2.00  PER  SHARE  

* 

456,496.19 

607,760.13 

975,714.08 

Remainder  of  income  for  Other 

Dividends  and  Surplus  

$ 

1,470,350.32 

$  1,929,730.93 

$  1,829,431.40 

♦Cl'asi  A  not  issued. 
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HASKINS    &  SELLS 

CERTIFIED  PUBLIC  ACCOUNTANTS 

  37  WEST  39th  STREET 

Offices  in  The  Principal  Cities  of 
the  united  states  of  america 


APL.E    ADDRESS  HASKSELLS 


NEW  YORK 


August  7,  1928. 

Associated  Gas  and  Electric  Company, 
61  Broadway, 
New  York. 

We  have  audited  the  accounts  of  the  Associated  Gas  and 
Electric  Company  for  the  year  ended  December  31,  1927,  and  have  been 
furnished  with  the  balance  sheets  and  income  accounts  of  its  subsidi- 
ary and  affiliated  companies  as  of  that  date  and  certify  that  the  ac- 
companying Condensed  Consolidated  Balance  Sheet  as  at  December  31, 
1927,  and  the  Condensed  Consolidated  Income  Account  for  the  year 
ended  that  date  are  in  accord  therewith. 

Yours  truly, 
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Condensed  Consolidated  Income  Account  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
For  the  year  ended  December  31,  1927 

Income  for  Companies  acquired  during  the  year  is  included  only 
from   approximate    dates   of   acquisition   to   December    31,  1927 

Operating  revenue: 

Electric       „  „   $23,302,139.58 

Gas  „   4,147,801.08 

Water,  Transportation,  Heat  and  Miscellaneous   3,873,346.21 


TOTAL   „   $31,323,286.87 

Operating   Expenses,    Maintenance   and  Taxes 

(including  Companies'  Accruals  for  1927  Federal  Income 

Taies)   —   18,264,654.74 


Operating  Income—  ,     $13,058,632.13 

Other  Income     „    »   3,973,454.32 


Gross  Income  —      -  $17,032,086.45 

LESS — Fixed  Charges  and  Other  Deduction! : 
Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt  (less  Interest 

During  Construction)   $  5,329,310.85 

Preferred  Stock  Dividends   318,757.41 

Deduction  by  Company  for  Income  applicable  to  Com- 
mon Stocks  of  Subsidiary  and  Affiliated  Companies 

held  by  the  Public     2,545.22  5,650,613.48 


Balance  ~  _   ~_    $11,381,472.97 

Associated  Gas  and  Electric  Company: 

Interest  on  Funded  and  Unfunded  Debt   3,424,089.47 


$  7,957,383.50 


PREFERRED  STOCK  DIVIDENDS  ™.  3.453,507.02 


$  4,503,876.48 


Provision  for  Renewals,  Replacements  and  Re- 
tirements (Depreciation)    1,698,731.00 


$  2,805,145.48 


DEDUCT — Class  "A"  Priority  Dividends,  $2.00  pet  share  975, 714. ( 


Remainder  of  Income  for  Other  Dividends  and 
Surplus    $  1,829,431.40 

No  charge  for  amortization  of  bond  discount,  premiums  and  expense  hns  been  -included  in  the  above  statement, 
the  entire  amount  thereof  haz-iuo  beer,  written  nff  agaiini  Capital  Surplus.  However,  there  rvas  charged  to  Corporate 
Surplus  through  credit  to  Capital  Surplus,  the  pro  rata  amount  of  bond  discount,  premiums,  and  expense  that  would 
ordinarily  have  been  charged  to  income  for  the  year  1927. 
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Condensed  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
December  31,  1921 

Assets  Side 

Plant,  Property,  Franchises  and  Cost  of  Acquiring  Capital   $236,312,524.24 

INVESTMENTS   (Including  Investments  in  and  Advances  (net)  to  Subsidiary  and 

Affiliated  Companies  not  included  in  the  Consolidation)   58,957,542.09 


Current  Assets:/ 

Cash  $5,290,275.24 

Special  Deposits      427,235.70 


$5,717,510.94 


Notes  Receivable  -  -    589,254.58 

Accounts  Receivable: 

Consumers,  less  reserve     _  ~  -  —  $2,853,844.96 

Miecellaneou.  704.531.58  3,558,376.54 

Db«  from  Subscriber*  for  Preferred  Stocks  and  for  Obligations  Convertible 

into  Preferred  Stock  (less  reserve)   3,077,525.00 

Material!  and  Supplied.   2,926,419.38 

total  current  assets   15,869.086.44 

Sinking  funds  for  Retirement  gf  Bonds   81,356.48 

Deferred  Charges: 

Prepaid  Expenses  .-     $  457,233.20 

Miscellaneous  Items  in  Suspense     —   1,023,889.72 


Total  Deferred  Charges 

Total   


S312.701.682.17 
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Condensed  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
December  31,  1927 

Liabilities  Side  and  Capital 

Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric  Company: 

Preferred  Stocks — Stated   at   Liquidation   Values   $56,653,350.00 

Class  A   and   B   Stocks — Liquidation   Values,  and 

Common  Stock — Capital  and  Surplus*   43,311,641.41  $99,964,991.41 

Subsidiary  and  Affiliated  Companies: 

Preferred  Stocks — Stated  at  Liquidation  Values   $  4,504,970.00 

Common  Stocks  and  Surplus  Applicable  Thereto   42,423.75  4,547,393.75 

Total  Capital  Stock  and  Surplus    $104,5  12,385.16 

obligations  convertible  into  stock : 

At  Company's  Option    $12,563,450.00 

At  Holders'  Option    4,832,717.50 

Total  Obligations  Convertible  into  Stock   17,396,167.50 

funded  debt: 

Associated  Gas  and  Electric  Company: 

5l/2%  Convertible  Gold  Debentures  due  1977   $39,107,000.00 

Other    4,829,500.00 

  $43,936,500.00 

Subsidiary  and  Affiliated  Companies: 

Associated  Electric  Company — Convertible  Gold  Bonds 

5*4%  Series  due  1946  _   $53,680,000.00** 

Other  Subsidiary  Companies  Bonds-   _      46,172,500.00  99,852,500.00 

Total  funded  Debt.    143.789,000.00 

Property  purchase  and  Stock  Contract  Obligations  _  _.  -  2.393.724.00 

Current  Liabilities:, 

Notes  Payable   _  $20,717,066.55 

Accounts  Payable   ™     _  _  -  1,400.721.82 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous   -   3,469,747.48 

Taxes,  including  Companies'  Accruals  for  Federal  Income  Tax  for  the 

Year  1927    1,461,324.66 

Total  Current  Liabilities     -  27,048,860.51 

Consumers'  Deposits        1,861,373.82 

Reserves  : 

Renewals,  Replacements;  and  Retirement  of  Property  „   $12,702,032.63 

Other  Reserves   _    2,998,138.55 

Total  Reserves   -  15,700,171.18 


Total   -  $312.701,682.17 

'Includes  Capital  Surplus  arising  from  revaluation  of  assits,  contracts,  etc.,  less  $10,027,099.96  discount,  premiums,  and  expenses  on 

bonds  retired  and  on  those  still  outstanding. 
*  Called  for  redemption  July  1,  1928. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 

Comparative  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
December  31,  1923  to  1927  inclusive 

Assets  Side 

Capital  assets:  1923  1924  1925  1926  1927 

Plant,    Property,    Franchises  and 

Cost  of  Acquiring  Capital          $14,101,590.00  $52,885,211.29  $185,337,470.65  $231,258,13  2.70  $236,312,524.24 

Investments  (Including  Investments 
in  and  Advances  (net)  to  Sub- 
sidiary and  Affiliated  Companies 
not  included  in  the  Consolida- 
tion)   946,983.60      1,403,560.91        4,357.867.51        1,248,851.98  58,957,542.09 


TOTAL  CAPITAL  ASSETS—  $15,048,573.60  $54,288,772.20  $189,695,338.16  $232,506,984.68  $295,270,066.33 


CURRENT  ASSETS: 

Cash,  Call  Loans  and  Special  De- 
posits    344,853.07  4,074,005.19  4.031,089.84        9,047,200.91  5.717,510.94 

Notes  Receivable   177,552.32  164,057.28  1  17,564.22            34,512.47  589,254.58 

Accounts  Receivable: 

Consumers,  less  reserve   532,567.75  1,581,412.83  2.482,119.48        3,083,753.04  2,853,844.96 

Miscellaneous   8,554.40  5,780.58  341,613.54        1,305,085.40  704,531.58 

Due  from  Subscribers  for  Preferred 
Stocks  and  for  Obligations  Con- 
vertible into  Preferred  Stock   232,819.27  524,811.47  8,955,974.46        4,919,754.46  3,077,525.00 

Materials  and  Supplies    359.002.72  1,100,900.86  3,078,148.02        3.164,174.97  2,926,419.38 


Total  Current  Assets—  $  1,655,349.53  $  7,450,968.21  $  19,006,509.56  $  21,554,481.25  $  15,869,086.44 

Sinking  Funds  for  Retirement 

OF  Bonds                                          12,772.10  —  145,434.11  184.215.99  81,356.48 

Deferred  Charges: 


Prepaid  Expenses   — 

60,266.13 

108.373.56 

331,272.30 

477,361.97 

457,283.20 

Miscellaneous  Items  in  Suspense  

107.708.18 

408,983.04 

422,623.74 

438,525.75 

1,023.889.72 

Total  Deferred  Charges 

$  167,974.31 

$  517,356.60 

$ 

753,896.04 

$ 

915,887.72 

$  1,481,172.92 

Total  assets  Side  _ 

$16,884,669.54 

$62,257,097.01 

$209,601,177.87 

$2! 

5,161,569.64 

$312,701,682.17 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
December  31,  19Z3  to  1927  inclusive 


Liabilities  Side  and  Capital 


Capital  Stock  and  Surplus: 

1923 

1924 

1925 

1926 

1927 

Preferred      Stocks — Stated  at 

I.iquiHarinn  Valupe 

$ 

2,456,784.30 

$ 

5,151,450.00 

$ 

14,116,550.00 

$ 

42.974.060.00 

$ 

56,653,350.00 

Class  A  and  B  Stocks — -Liquida- 

tion   Values,    and  Common 

Stock — Capital  and  Surplus 

3,221 .700.2 1 

8,658,783.02 

20,559,4 1 2.45 

36,221,875.60 

43,3 1 1,641.4  1 

Total  Capital  Stock 

and  Surplus  

$ 

5,678.484.51 

$13,810,233.02 

$ 

34,675,962.45 

$ 

79,195,935.60 

$ 

99,964,991.41 

SUBSIDIARY  AND  AFFILIATED  COM- 

PANIES' Stocks  Outstanding: 

Preferred  Sfrw-!r« 

586,493.34 

2,608,500.00 

15,875,420.00 

6.415,200.00 

4,504,970.00 

Common    Stocks   and  Surplus 

Applicable  Thereto  

32,086.22 

3,797,782.01 

6,303,080.52 

8,207.43 

42,423.75 

TOTAL  SUBSIDIARY  AND 

AFFILIATED      C  O  M  - 

PANIFS'  STOCKS  OUT- 

STANDING _________„ 

$ 

61 8, 579. 56 

$ 

6,406,282.01 

$ 

22  178  500  52 

$ 

6.423.407.43 

$ 

4,547,393.75 

Obligations  which  are  Con- 

vertible into  stock  at  Both 

THE  COMPANY'S  AND  HOLDERS' 

Option   

125,100.00 

230,600.00 

26,519,157.50 

16,407,900.00 

17,396,167.50 

Funded  debt: 

Associated  Gas  and  Electric  Com- 

pany   

1,203,400.00 

J 

4.000,000.00 

14,172,700.00 

8,527,600.00 

43,936,500.00 

Subsidiary    and    Affiliated  Com- 

panies    _   

5,126,290.75 

16,452,900.00 

70,862,150.00 

109,768,600.00 

99,852,500.00 

Total  Funded  Debt— 

$ 

6,329,690.75 

J20.452.900.00 

$ 

85,034,850.00 

$118,296,200.00 

$143,789,000.00 

Property  purchase  and  Stock 

CONTRACT  OBLIGATIONS  

5.799,417.44 

11,377,576.25 

1.385,827.00 

2,393,724.00 

Current  Liabilities: 

Notes  Payable  -  

2,131.675.33 

6,170,900.79 

8.415,077.38 

8,097,316.67 

20,717,066.55 

Ari-niinrs  Payable 

579,168.10 

1,261,632.67 

1,935,201.00 

2,806,616.43 

1,400,721.82 

Accrued  Taxes    ,  

98,347.13 

419,829.70 

746,079.24 

1,232,918.12 

1,461,324.66 

Accrued    Interest,    Dividends  and 

Miscellaneous  Accounts  

133,975.91 

462.565.88 

1.874,964,65 

2,811,117.23 

3.469,747.48 

TOTAL  CURRENT  LIABILITIES 

$ 

2,943,166.47 

$ 

8,314,929.04 

$ 

12,971,322.27 

$ 

14,947,968.45 

$ 

27.048,860.51 

Consumers'  Deposits  „ 

188.398.59 

627,228.41 

1,218.991.37 

1,648,526.35 

1.861.373.82 

RESERVES : 

Renewals,    Replacements  and  Re- 

tirement of  Property  

939,826.78 

5,302,581.32 

12,319,507.83 

14.279,659.45 

12,702.032.63 

Other  Reserves 

61,422.88 

1.312,925.77 

3,305,309.68 

2.576,145.36 

2.998,138.55 

Total  Reserves   

$ 

1,001,249.66 

$ 

6,615,507.09 

$ 

15,624.817.51 

$ 

16,855,804.81 

$ 

15,700,171.18 

Total  Liabilities  Side 

AND  CAPITAL  $16,884,669.54  $62,257,097.01   $209,601,177.87  $255,161,569.64  $312,701,682.17 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Condensed  Income  Accounts  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
For  years  ended  December  31st 


GROSS    INCOME     (Excluding  non- 

1923 

1924 

1925 

1926 

1927 

recurring  income  items)  

$ 

562,416.16 

$ 

1,006,256.92 

S 

3,432.253.26 

$ 

6,080,082.71 

t 

8.876,400.64 

Income  Charges: 

Interest  on  Funded  Debt  

78,459.40 

148,568.46 

644,583.83 

1,184,297.83 

2,548,432.45 

Interest  on  Unlunded  Debt  

39,052.02 

74,004.59 

494,353.45 

414,006.87 

541,822.6! 

Interest    on    Convertible  Obliga- 

tions*   

3,646.41 

8,926.95 

349,123.66 

729.118.67 

344.994.09 

Total  Income  Charges 

$ 

121,157.83 

$ 

231,500.00 

$ 

1.488,060.94 

$ 

2,327,423.37 

$ 

3,435,249.22 

Net  Income  Transferred  to 
Surplus   

$ 

441,258.33 

$ 

774,736.92 

$ 

1.944,192.32 

$ 

3,752,659.34 

S 

5,441,151.42 

*  Includes  interest  on  Obligations  convertible  into  stock  at  Company's  Option. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
For  years  ended  December  31st 

Assets  Side 


Investments,    Capital  Assets 
and  Advances  to  Associated 

Companies   

Current  Assets: 

Cash  and  Call  Loans   

Notes    and    Accounts  Receivable 
from  Customers  and  Subscribers 

Total  Current  Assets..... 
Deferred  Charges: 


Prepaid  Accounts  . 
Suspense   


1923 

1924 

1925 

1926 

1927 

5  8,919,090.27 

$21,146,694.77  $ 

84,235,953.49  $ 

98,258,175.81 

$178,975,965.45 

150,493.43 

1.742.515.90 

1,161,777.34 

6.036,256.66 

4,471,411.68 

412,736.12 

408,695.36 

8,902,292.89 

6,022,503.46 

3,104,881.75 

$  563,229.55 

$  2,151,211.26  $ 

10,064,070.23  $ 

12,058,760.12 

$  7,576,293.43 

854.50 

13,275.12 

23.783.05 

53,147.43 

80,709.83 

616.67 

47,138.87 

83,595.59 

304.573.78 

457,533.72 

Total  Deferred  Charges  $ 

1.471.17 

$ 

60,413.99 

s 

107,378.64 

$ 

357.721.21 

$ 

538.243.55 

Total  assets  side          $  9.4! 

13,790.99 

$23 

,358,320.02 

S 

94,407,402.36 

$11 

0,674.657.14 

$1 

87,090,502.43 

Liabilities  Side  and  Capital 

CAPITAL  STOCK  AND  SURPLUS: 


Preferred,  Class  A  and  B  Stocks, 
Liquidation  Values,  and  Com- 
mon    Stock  —  Capital  and 


Surplus   „  ,. 

$7,224,238.62 

$14.51  1,242.12 

$36,279, 

517.11  $ 

77.019, 

908. 

84 

$100 

503 

838.23 

OBLIGATIONS    WHICH    ARE  CON- 

VERTIBLE INTO  STOCK  AT  BOTH 

THE  COMPANY'S  AND  HOLDERS' 

Option   

125,100.00 

230,600.00 

25,956, 

157.50 

16,287, 

600 

00 

17 

285 

674.16 

FUNDED  DEBT   

1,316,600.00 

4,000,000.00 

14,172 

.700.00 

8,527 

.600 

.00 

43 

936 

600.00 

PROPERTY  PURCHASE  AND  STOCK 

Contract  Obligations   

11.018, 

201.00 

724, 

683 

00 

1 

.749 

275.00 

NOTES  PAYABLE   

736,000.00 

4,425,288.90 

5,200 

894.56 

4,650 

000 

00 

20 

535 

000.00 

Accounts  payable  

63,516.35 

3,204.36 

16 

800.72 

1,619, 

950 

90 

256 

,951.88 

Accrued   Dividends,  interest 

and  Miscellaneous  Accounts 

18,336.02 

20,326.05 

294 

,765.46 

474 

.433 

80 

1 

,311 

,122.32 

Reserves   ~  _  _ 

167,658.59 

1,468 

366.01 

1,370 

480 

60 

1 

,512 

040.84 

Total  Liabilities  Side 

and  capital   $9,483,790.99  $23,358,320.02  $94,407,402.36  $110,674,657.14  $187,090,502.43 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


PACTS  CONCERNING  FUNDED  DEBT  AND  CAPITAL  STOCK 


Name 

Date  Payable 

Where 

Payable 

Trustees,  Transfer  Agents  or  Registrars 

A*sociated  Gas  &  Electric  Company 



Ay2%  Convertible  Gold  Debentures,  due  1948 

.March  1st — September 

lit 

{  Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithact 

Inc.  N.  Y.  C. 
.  N.  Y. 

New  York  Trust  Company,  New  York  City,  Trustee 

Wl%  Gold  Debeiiitire  Bonds    due  1958 

May  1st  November  Is 

f  Coupon 
{Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithact 

Inc.,  N.  Y.  C. 
,  N.  Y. 

Chase  Nati 

nal  Bank  of  the  City  of  New  York,  Trustee 

5%  Gold  Debenlure  Bonds,  due  1968   

 April  1st — October  1st 

|  Coupon 

H.  C.  Hopson  &  Co. 

Inc..  N.  Y.  C. 

N.  Y. 

National  B 

nk  of  Commerce  in  New  York,  Trustee 

5%  Gold  Debenlure  Bonds,  Series  of  1928  

 January  1st — July  1st 

I  Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithact 

Inc.,  N.  Y.  C. 
.  N.  Y. 

Chase  National  Bank  of  the  City  of  New  York,  Trustee 

5J/;%  Convertible  Gold  Debentures,  due  1977 

 February  1st — August 

■t 

Coupon 

H   C.  Hopson  &  Co. 

Inc.,  N.  Y.  C. 

New  York  Trust  Company,  New  York  City 

6%  Converlible  Debenture  Certificates,  Series  B 

 January  1st — July  1st 

J.n..  Apr..  July,  Oct. 

lit 

Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithaca 

Inc.,  N.  Y.  C. 
,  N.  Y. 

National  B 

nk  of  Commerce  in  New  York,  Registrar 

6%  Convertible  Debenture  Certificates,  Series  C 

March  1st — September 
Mar.,  June,  Sept.,  Dec. 

1st 
lit 

Coupon 
Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithaca 

Inc.,  N.  Y.  C. 
,  N.  Y. 

National  B 
F.  E.  Taylo 

nk  of  Commerce  in  New  York,  Registrar 

r  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr 

Ani. 

6%  Convertible  Debenture  Certificates,  Series  D 

March.  1st— September 
Mar.,  June,  Sept.,  Dec 

St 

Ut 

Coupon 
Registered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithaca 

Inc.,  N.  Y.  C. 
,  N.  Y. 

National  Ba 
F.  E.  Taylo 

nk  of  Commerce  in  New  York,  Registrar 

r  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr 

At* 

6%  Convertible  Debenture  Certificates,  Series  Ea 

ndF. March  1  st— September 
Mar.,  June,  Sept.,  Dec 

lit 

1st 

Regislered 

H.  C.  Hopson  &  Co. 
The  Company,  Ithaca 

Inc.,  N.  Y.  C. 
.  N.  Y. 

National  Ba 
F.  E.  Taylo 

nk  of  Commerce  in  New  York,  Registrar 

r  Se  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr 

As!. 

&/2%  Convertible  Debenture  Certificates,  Series 

B      January  1st — July  1st 

Jan.,  Apr.,  July,  Oct.  1st 

Coupon 
Registered 

H.  C.  Hopson  &  Co., 
The  Company,  Ithaca 

Inc.,  N.  Y.  C. 

,  N.  Y. 

National  Ba 

nk  of  Commerce  in  New  York,  Registrar 

6]/2%  Convertible  Debenture  Certificates,  Series 

C      January  1st — July  1st 
Jan.,  Apr.,  July,  Oct.  1 

St 

Coupon 
Registered 

H.  C.  Hopson  &  Co., 
The  Company,  Ithaca 

Inc.,  N.  Y.  C 
,  N.  Y. 

National  Ba 

nk  of  Commerce  in  New  York.  Registrar 

Associated  Electric  Company 

4|/2%  Gold  Bonds,  due  1953   

 January  1st — July  1st 

J  Coupon 
(  Registered 

H.  C.  Hopson  &  Co. 

Inc.,  N.  Y.  C. 

National  Ba 

nk  of  Commerce  in  New  York,  Trustee 

Citizens  Light,  Heat  and  Power  Company  of  Pennsylvania 

5%  Ut  NWlKaSe,  aue  1934    .May  Ut— November   I  st  Coupon  Harris.  Forbes  &  Co..  N.  Y.  and  Eo.ton     Unit«d  Slate*  Morten- 


Erie  Lighting  company 

5%    1st  Mortgage,  due  (967... 

Indiana  Gas  Utilities  Company 
5%  1st  Mortgage,  due  1946  


  ..April  1st— October  1st 

 -  January  1st — July  1st 

—  .May  I  at— November  1st 


Long  Island  Water  Corporation 

5*/2%  I"*  Mortgage,  due  1955   

Manila  Electric  Railroad  and  Lighting  Corporation 

5%  1st  and  Collateral  Trust,  due  1953   .March  1  st— September  lit 

New  York  State  Gas  and  Electric  Corporation 

51/2%   1st  Mortgage,  due  1962  „. 

Peon  Public  Service  Corporation 

6%  1st  and  Refunding,  due  1947...   

Penn  Public  Service  Corporation 

5%  1st  and  Refunding,  due  1954.  


Richmond  Light  &  Railroad  Company 

4%  1st  Collateral  Trust,  due  1952  


...April    1  st — October    1  st 


....May  1st— November  1st 


...June  1st — December  1st 
...January  1st — July  1st 


Coupon 
Coupon 
Coupon 
Coupon 
Coupon 
Coupon 


Pa.  Co.  for  Ins.  on  Lives  &  Gr.  Ann.        Pcnna.  Co.  for  Ins.  on  Lives  &  Granting  Annuities,  Phila.,  Pa. 


Harris,  Forbes  &  Co.,  N.  Y.  and  Boston  National  Bank  of  C< 
Harris  Trust  &  Savings  Bank,  Chicago 


1  New  York,  Trustee 


H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C. 


inly  Trust  Company  of  New  York,  Trustee 


H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C.  Equitable  Trust  Company  of  New  York.  Tru 


Equitable  Trust  Co.  of  New  York 
First  National  Bank,  New  York 
H.  C.  Hopson  &  Co.,  Inc..  N.  Y.  C. 
Guaranty  Trust  Co.  of  New  York 


Equitable  Trust  Company  of  New  York,  Trustee 
Bankers  Trust  Company,  New  York,  Trustee 
Bankers  Trust  Company,  New  York,  Trustee 
Guaranty  Trust  Company  of  New  York,  Trustee 


Associated  Gas  &  Electric  Company 

Common  Stock   


$6  Dividend  Series  Preferred  Stock... 


$6.50  Dividend  Series  Preferred  Stock... 


$7  Dividend  Series  Preferred  Slock.. 
Original  Series  Preferred  Stock  


...Feb.,  May,  Aug.,  Nov.  1st 


.  Mar..  June,  Sept.,  Dec.  1st 
...Mar.,  June.  Sept.,  Dec.  1st 
...  Jan.,  Apr.,  July,  Oct.  1st 
...Jan.,  Apr.,  July,  Oct.  1st 


The  Company,  Ithaca,  New  York 

The  Company,  Ithaca,  New  York 

The  Company,  Ithaca,  New  York 

The  Company,  Ithaca,  New  York 

The  Company,  Ithaca,  New  York 


F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 

Equitable  Trust  Company  of  New  York,  Registrar 

Seaboard  National  Bank,  New  York,  Tfr.  Agt. 

State  Street  Trust  Company,  Boston,  Mass.,  Tfr.  Agt. 

National  Bank  of  Commerce  in  New  York,  Registrar 

First  National  Bank  of  Boston,  Mass.,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway.  N.  Y.  C,  Tfr.  Agt. 

Chase  National  Bank  of  the  City  of  New  York,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund.  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
Chemical  National  Bank,  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
Bank  of  America,  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
1  Exchange  Irving  Trust  Co.,  N.  Y.  C,  Registrar 


Erie  Lighting  Company 
Preference  Stock  ($2).... 


Statcn  Island  Edison  Corporatiol 

$6  First  Preferred  Slock   


..Jan..  Apr.,  July,  Oct.  I.I 


..  Jan.,  Apr.,  July,  Oct.  1,1 


Associated  Gas  &  Electric  Co.,  Ithaca         F.  E.  Taylor,  C.  A.  Dougherty,  &  W.  L.  Freund,  61  Broadway. 

N.  Y.  C,  Transfer  Agent 
J.  F.  McKenna  &  E.  B.  Naylon,  61  Broadway,  N.  Y.  C,  Registrar 


Associated  Gas  &  Electric  Co.,  Ithac 


F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
National  Bank  of  Commerce  in  New  York,  Registrar 


Geographical  Distribution  of  Registered  Security  Holders 


Alabama    13 

Arizona    6 

Arkansas   5 

California   1,613 

Colorado    25 

Connecticut    1,257 

Delaware   55 

Dist.  of  Columbia  98 

Florida    81 

Georgia    14 

Idaho   15 

Illinois    1,092 

Indiana    475 

Iowa    27 

Kansas   8 

Kentucky    1,317 


UNITED  STATES 


i  n 

Maine   

293 

Maryland   

413 

Massachusetts 

3,843 

118 

Minnesota 

304 

Mississippi   

10 

Missouri   

430 

Montana  

13 

Nebraska  

6 

Nevada   

6 

New  Hampshire 

.  1,114 

New  Jersey  

1,070 

New  Mexico 

6 

New  York 

25,493 

North  Carolina 

99 

North  Dakota 

5 

Total   

.56,248 

Ohio    412 

Oklahoma    8 

Oregon    103 

Pennsylvania    14,083 

Rhode  Island   732 

South  Carolina    48 

South  Dakota    324 

Tennessee   417 

Texas    49 

Utah   201 

Vermont   94 

Virginia    42 

Washington    197 

West  Virginia    34 

Wisconsin   167 

Wyoming   3 


FOREIGN  COUNTRIES  AND  UNITED  STATES'  POSSESSIONS 


Africa   

Alaska  

Belgium   

Bermuda  

Brazil   

Canada   

Canal  Zone 
Chile   


4 

2 
2 
5 
1 
59 
1 
1 


England   

France   

Germany  

Hawaii   

Holland   

Ireland   

Italy   

Jersey  Islands .. 

Total   


147 
1 
3 
3 
2 
5 
7 
3 

289 


Philippine  Islands 

Porto  Rico   

Scotland   

Spain  

Switzerland   

Virgin  Islands  

Wales   

West  Indies   


23 
4 
8 
1 
3 
2 
1 
1 


Grand  Total... 


.  56,537 
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Annual  Import  of  the  ^oard  of  Directors 
of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


TO  THE  STOCKHOLDERS 
For  the  Year  Ended  December  31,  1928 


To  the  Stockholders  of 

Associated  Gas  and  Electric  Company: 

The  Board  of  Directors  herewith  submits  the  annual  report  for  the  year 
ended  December  31,  1928,  with  statement  of  income  for  the  year  and  balance 
sheet  showing  the  financial  condition  at  the  close  of  the  year. 


FOREWORD 

he  Associated  Gas  and  Electric  System  had  its  inception  with  the  establish- 
ment of  the  Ithaca  Gas  Light  Company  in  Ithaca,  New  York,  irf  1852.  This  was 
an  isolated  company  for  over  fifty  years,  when  its  owners  became  interested  in  and 
secured  control  of,  several  other  electric  and  gas  properties  in  the  south  central  part 
of  New  York  State.  The  group  of  properties  thus  united  in  a  common  ownership  came  to 
be  known  as  "The  Associated  Gas  and  Electric  Companies,"  and  these  properties  formed  the 
nucleus  around  which  the  Associated  Gas  and  Electric  System  has  grown.  The  original  Asso- 
ciated Companies  are  still  part  of  the  Associated  System.  In  1906  the  owners  of  these  prop- 
erties organized  the  Associated  Gas  and  Electric  Company  under  the  laws  of  New  York 
State.  The  Associated  Companies  were  thus  among  the  earliest  public  utility  companies  in 
the  country  to  adopt  centralized  management. 


PROPERTIES       AND      TERRITORY  SERVED 

The  two  principal  units  of  the  Associated  System  are  the  Associated  Gas  and  Electric 
Company  and  the  New  England  Gas  and  Electric  Association.  The  public  utility  properties, 
of  which  substantially  100%  actual  ownership  is  held  within  the  System,  are  grouped,  for' 
administrative  convenience,  as  follows: 

New  York  State  Long  Island  (New  York) 

Staten  Island  (New  York)  Pennsylvania 

Maritime  Provinces  (Canada)  New  England 

Kentucky-Tennessee  Gas  Utilities 
Philippine  Islands 
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These  properties  provide  electric  light  and  power,  gas,  water,  and  transportation  service 
to  over  635,000  customers  in  territories  having  a  population  in  excess  of  2,700,000.  The 
territories  served  include  more  than  1,000  communities  located  in  the  States  of  New  York, 
Pennsylvania,  Maryland,  Massachusetts,  Maine,  New  Hampshire,  Vermont,  Connecticut,  Ken- 
tucky, Tennessee,  West  Virginia,  Ohio,  Illinois,  Indiana,  and  South  Dakota.  A  number  of 
communities  in  Nova  Scotia,  New  Brunswick,  and  Prince  Edward  Island  in  the  Maritime 
Provinces  of  Canada  are  also  served  and  an  important  unit  in  the  System  is  the  group  which 
renders  electric  power  and  light  and  transportation  service  in  the  City  and  suburbs  of  Manila 
and  elsewhere  in  the  Philippine  Islands. 


SUMMARY    OF    PROGRESS    IN  1928 

Substantial  progress  was  made  during  1928  in  practically  all  phases  of  the  business  of 
the  Associated  System  as  indicated  in  the  following  summary: 


Total  customers    635,243 

Increase  in  customers  during  1928   33,262 

Total  gross  revenue    $42,163,550 

Increase  in  gross  revenue  during  1928   19% 

Total  net  revenue   $19,170,637 

Increase  in  net  revenue  during  1928   13% 

Increase  in  electric  output  during  1928  _  6.1% 

Increase  in  gas  send-out  during  1928   6.0% 

Kilowatt  hours  sold  per  residential  customer   321 

Increase  in  1928    9.5% 

Proportion  of  total  operating  revenue  from: 

Electric  service    72.7% 

Gas  service    20.2% 

Miscellaneous  revenue    7.1% 

Total  appliances  sold  by  New  Business  Department  during  1928  $2,554,448 

Increase  in  appliance  sales  during  1928   275  % 

Total  shareholders  and  registered  security  holders   66,263 

Increase  in  shareholders  during  1928   9,726 

Total  securities  sold  to  customers    $36,000,000 

Total  sold  to  customers  during  1928   $13,183,715 


GEOGRAPHICAL      DIVERSITY      OF      AREAS  SERVED 

Utility  systems  have  been  built  up  by  one  of  two  plans  so  far  as  geographical  grouping  is 
concerned.  One  method  consists  of  adding  properties  which  are  geographically  adjacent.  The 
other  method  consists  in  adding  properties  that  are  situated  in  geographically  separate  areas. 
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The  Associated  System  has  followed  the  latter  method  with  the  result  that  it  includes 
properties  in  16  states,  the  three  Maritime  Provinces  of  Canada,  and  the  City  of  Manila  and 
other  parts  of  the  Philippine  Islands.  This  plan  has  the  advantage  of  wide  diversification  in 
types  of  population,  in  sizes  of  communities,  and  in  industries  served. 

Business  conditions,  even  in  generally  prosperous  times,  vary  widely  at  any  given  time 
in  different  parts  of  the  country.  At  one  time,  certain  types  of  agricultural  areas  are  more 
prosperous  than  others,  certain  industrial  areas  are  more  active  at  given  times  than  others, 
certain  mining  activities  may  be  more  or  less  prosperous  at  different  times. 

A  distinct  advantage  of  the  business  stability  of  a  geographically  diversified  system  of 
properties  such  as  the  Associated  System,  is  illustrated  in  the  electric  output  for  the  year  1928, 
as  shown  in  the  accompanying  chart. 


*Scale  above  100  rep- 
resents %  gain  for 
12  mouths  ended  De- 
cember   31,  1928. 

Total  Associated  Sys- 
tem Gain  6.1%. 


Height  of  bars  from 
0  to  100  represents 
Electric  Output  for 
12  months  ended  De- 
cember  31,  1927. 

Width  of  bars  indi- 
cates relative  total 
output    of    groups  of 


associated  gas  and  electric  system 
Electric  Output 
12  Months  Ended  December  31,  1928 
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Due  to  the  depressed  condition  of  the  bituminous  coal  mining  area  in  Western  Pennsyl- 
vania, the  electric  output  of  this  area  shows  practically  no  increase  during  1928.  This  condi- 
tion was  offset  to  a  great  extent  by  the  more  prosperous  conditions  in  other  areas,  resulting  in 
a  substantial  gain  for  the  System  as  a  whole.  If  such  an  area  as  the  Western  Pennsylvania 
section  were  a  separate  enterprise,  the  business  of  the  company  would  be  seriously  affected  by 
conditions  over  which  it  had  no  control.  Securities  of  such  an  individual  unit  would  be 
materially  depreciated  and  financing  would  be  difficult  for  such  an  isolated  company  to 
carry  out. 

The  wide  geographical  diversification  of  the  Associated  System  materially  enhances  the 
stability  of  its  business  which  is  reflected  in  the  advantageous  basis  on  which  the  company 
has  been  able  to  market  its  securities. 


NUMBER    OF  CUSTOMERS 

The  following  chart  shows  the  number  of  consumers  served  by  the  properties  of  the 
Associated  System  at  the  close  of  each  of  the  years  1916  to  1928.  The  customers  of  acquired 
properties  are  first  included  in  the  year  the  property  was  acquired. 


Thousands  of 

Customers 
—  650 


1916     1917     1918      1919     1920     1921     1922      1923      1924     1925     1926     1927  1928 
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EARNINGS 


The  most  recent  comparative  earnings  statement  available  (in  the  form  in  which  it  is 
published  each  month),  is  given  below  for  twelve  months  ended  February  28,  1928  and  1929: 


Increase 

Amount 

% 

$47,437,778 

$40,208,589 

$7,229,189 

18 

26,174,840 

22,191,237 

3,983,603 

18 

Net  Earnings   _  -  

21,262,938 

18,017,352 

3,245,586 

18 

Underlying  Preferred  Dividends  and  Interest  

4,032,053 

5,721,298 

1.689,245* 

30» 

17,230,885 

12,296,054 

4.934,831 

40 

All  OtJher  Interest  

7,388,408 

4,083,892 

3,304,516 

81 

Balance  for  Dividends  and  Depreciation  

9,842,477 

8,212,162 

1,630,315 

20 

Provision   for  Replacements,   Renewals   and   Retirement  of 

Fixed  Capital  (Depreciation)  

2,885,189 

1.968.445 

916,744 

47 

6,957,288 

6,243,717 

713,571 

11 

*  Decrease 


The  following  charts  show  the  sources  of  revenue  and  the  disposition  of  the  average 
monthly  revenue  per  customer: 


Sources  op 

Revenue 

Disposition  of 

Average  Monthly  Revenue 
per  Customer 

Electricity : 

Power 

27.1vW- 

■  - 

mm 

Commercial 

24A%~-*- 

Expenses 

$2.90*- 

Residential 

15.19S-*- 

Interest 

1.32*- 

Other 

6.1%->- 

Total  Electricity 
Gas 

72.7% 
20.2%->- 

E 

Dividends 
Balance 

.65*- 
,31** 

Other 

7.11b-*- 

Toral 

100% 

Total 

$5.18 
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GROWTH    OF  BUSINESS 

The  business  done  by  the  combined  operating  units  of  the  Associated  Gas  and  Electric 
System  has  shown  at  all  times  a  rapid  and  remarkably  constant  growth.  A  statement  showing 
earnings  and  other  statistics  of  all  properties  now  comprising  the  Associated  Gas  and  Electric 
System,  including  the  New  England  Gas  and  Electric  Association  Group,  and  irrespective  of 
the  dates  when  they  were  first  included  as  part  of  the  System,  is  shown  below: 


— Annual  Earnings — 

December  3 1  Gross  Net* 

1920   $23,563,990  $  6,517,223 

1921   26,118,750  7,527,331 

1922   27,391,520  9.653,545 

1923   30,267,875  1  1.487,770 

1924   31.999.120  12.501.321 

1925   34.505.614  14.516.219 

1926   37.882.358  16.820.144 

1927   41.475.342  18.693.578 

1928   42.602.462  19.353.555 


Before  depreciation. 


Number  of  Customers 


Sales 

Gas, 

K.W.H. 

Electric 

Water,  etc. 

326.818,173 

175.541 

177,184 

316,397,547 

199.735 

183,841 

366,780,382 

226,187 

190,358 

441,197,835 

256,596 

195,586 

482,992,255 

291,082 

202,067 

562,362,399 

320,415 

209,629 

657,168,691 

352,157 

220,949 

714,792,782 

383,924 

226,763 

767,098,646 

403,975 

231.268 

The  following  charts  show  graphically  the  growth  in  annual  gross  and  net  earnings  and 
the  number  of  customers  of  properties  in  the  Associated  System,  irrespective  of  the  dates  of 
acquisition,  from  1920  to  1928,  as  set  forth  in  the  above  tabulation. 
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ACQUISITIONS  DURING  YEAR 
During  the  past  year,  the  Associated  Gas  and  Electric  Company  acquired  through  sub- 
sidiaries several  properties  which  were  near  those  already  owned  and  which  could  be  advan- 
tageously operated  in  connection  therewith.  These  purchases  did  not  include  any  particularly 
large  additions.  They  were  for  the  most  part  comparatively  small  properties  in  territories 
adjacent  to  those  of  the  New  York,  Maritime  (Canada) ,  and  Philippine  groups.  Such  acqui- 
sitions have  materially  aided  the  process  of  consolidation  and  unification  in  those  territories, 
with  resulting  gains  in  net  earnings  immediately  or  in  prospect  of  early  realization. 

CONSTRUCTION    AND    EXTENSION  PROJECTS 

Approximately  $11,000,000  was  appropriated  for  new  construction  during  1928.  Most 
of  this  was  spent  for  normal  expansion  and  does  not  include  any  particularly  large  or  other- 
wise noteworthy  projects.  A  large  part  of  the  amount  appropriated  went  for  distribution 
line  extensions  which  were  numerous  throughout  the  entire  Associated  territory. 

The  biggest  undertaking  was  the  new  water  gas  plant  at  Worcester,  Massachusetts.  Newly 
acquired  properties  were  rehabilitated  and  brought  up  to  date. 

The  more  important  construction  projects  completed  in  1928  were  the  following: 

New  York  State  Group 

New  transmission  lines  between  Liberty  and  Jeff ersonville ;  Norwich  and  Oxford;  Brainard 
and  Adams  Crossing;  and  Sciota  and  Mooers. 

New  substations  at  Mooers,  Plattsburg  district;  Jeffersonville,  Liberty  district;  and  Adam3 
Crossing,  Chatham  district.  Improvements  and  additions  to  substations  at  Kiamesha  and  Loch 
Sheldrake,  Liberty  district;  and  Hamburg,  Lancaster  district. 

Street  lighting  installation  for  Towns  of  Marilla  and  Alden,  Lancaster  district. 

Pennsylvania  Group 

New  transmission  line  from  Clearfield  to  Philipsburg. 

Additional  bench  in  Clearfield  gas  plant. 

Complete  remodelling  of  a  number  of  commercial  offices. 

Kentucky -Tennessee  Group 

Installation  of  a  new  500  horsepower  boiler  at  Mayfield. 
Installation  of  benches  at  Bowling  Green  gas  plant. 

New  England  Group 

In  compliance  with  municipal  requirements,  9.6  miles  of  underground  distribution  cable 
were  installed  during  the  year  in  Cambridge,  a  large  part  of  which  replaced  overhead  lines. 
Twelve  miles  of  fibre  conduit  were  also  installed  which  will  ultimately  be  used  for  under- 
ground circuits. 

A  20-inch  high  pressure  line  from  the  Cambridge  gas  plant  to  the  new  governor  station  at 
Cameron  Avenue. 

New  automatic  substation  installed  at  Derry. 

Philippine  Group 

Extension  of  electric  line  to  Mecayauan  and  other  towns  and  districts  immediately  north 
of  Manila. 

Boulevard  street  lighting  system  in  the  City  of  Manila. 

Maritime  Group 

Additional  steam  turbine  in  Fredericton  power  plant. 
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OPERATIONS 

A  condensed  comparative  consolidated  income  statement  showing  the  operating  results  of 
the  Company  and  subsidiaries  for  the  calendar  years  1928  and  1927,  is  shown  below.  The 
figures  include  earnings  and  expenses  only  since  date  of  acquisition  for  properties  added  to  the 
System  during  the  year  and,  therefore,  do  not  agree  with  the  gross  and  net  earnings  shown  on 
pages  4  and  8,  which  reflect  a  full  year's  operation  of  all  the  properties  in  the  System  at  the 
close  of  the  year: 

Year  ended  December  3  1 ,  Increase 
1928  1927  Amount  % 

GROSS  EARNINGS  (including  Other  Income)         S36.29 1.868.8 1     $35,296,741.19    S     995,127.62  2.8 

Operating  Expenses,  Maintenance,  all 

TAXES,  ETC  „      18,290,276.40      18,264.654.74  25.621.66  1 

$18.001, 592.41  $17,032,086.45  $     969.505.96  5,7 

Fixed  Charges  and  Other  Deductions 
from  income: 

Subsidiary  and  Affiliated  Companies                   $  3,389.810.10  $  5.650,613.48  5  2,260,803.38d  40.0d 

Associated  Gas  and  Electric  Company                     6.095.895.94  3,424,089.47         2.671,806.47  78.0 

Total  Fixed  Charges  and  Other  De- 
ductions from  Income   $  9.485.706.04    S  9,074.702.95    $     411.003.09  4.5 

Net  Income  Available  for  Renewals, 
Replacements,  and  retirement  re- 
serve. Dividends  and  Surplus   S  8.515.886.37  $  7.957,383.50  $     558.502.87  7.0 

Dividends  on  Preferred  Stock    3,512.636.95  3.453,507.02  59,129.93  1.7 

BALANCE   .'.   $  5,003.249.42  $  4,503,876.48  $     499.372.94  11.1 

Provision  for  Renewals.  Replacements, 
and  Retirements  of  Fixed  Capital 

(Depreciation)    1.830.454.52  1.698.731.00  131.723.52  7.8 

Balance  Available  for  Class  A  and 
Other  Dividends  and  Surplus   t  3.172.794.90    $  2.805,145.48    $     367,649.42  13.1 

d  Decrease. 

EMPLOYEES'  STOCK  INVESTMENT  AND  SAVINGS  PLAN 
The  management  early  in  1927  established  a  Stock  Investment  and  Savings  Plan  for 
the  benefit  of  the  employees  of  the  Associated  Gas  and  Electric  System.  This  Plan  provides 
that  all  employees  of  the  Company  and  subsidiary  and  affiliated  organizations,  may  subscribe 
for  Class  A  Stock  for  which  payment  may  be  made  only  by  deductions  from  the  employee'i 
compensation  under  an  arrangement  similar  to  that  used  by  other  large  companies.  The  maxi- 
mum amount  of  stock  for  which  any  employee  is  permitted  to  subscribe  is  limited  so  that  the 
monthly  deduction  from  his  pay  can  not  exceed  ten  per  cent  of  his  compensation. 

The  above  plan  was  placed  in  operation  in  May,  1927,  and  most  of  the  subscriptions  will 
be  completed  before  the  end  of  1929.  Approximately  87%  of  all  eligible  employees  have  sub- 
scribed to  a  total  of  over  59,000  shares,  having  an  aggregate  value  at  present  market  quota- 
tion of  nearly  $3,500,000.    The  average  number  of  shares  subscribed  for  per  employee  was  13. 

It  is  probable  that  a  new  plan  of  similar  nature  will  be  offered  in  1929  which  will  gnrt! 
an  opportunity  to  those  who  profited  by  the  1927  Plan  to  continue  systematic  saving  and 
investment  with  substantial  aid  from  the  employing  company;  and  will  offer  a  similar  oppor 
tunity  to  other  employees  who,  because  of  the  recent  date  of  their  employment  or  for  some 
other  reason,  did  not  participate  in  the  first  Plan. 

PUBLIC  RELATIONS 
The  relations  of  the  Associated  System  properties  with  the  public  served  continue  to  bs 
satisfactory.    The  properties  have  always  been  maintained  at  a  high  degree  of  efficiency,  io 
order  that  the  best  possible  service  could  be  given  the  consumers.    During  the  year  a  cort- 
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siderable  expenditure  was  made  for  bettering  connections  between  existing  lines  and  system* 
and  for  improving  the  facilities  of  the  various  plants.  These  improvements,  resulting  in 
greater  efficiency  for  the  various  properties  of  the  System,  help  to  maintain  good  will  between 
the  Associated  System  and  the  public  served  by  it. 

CUSTOMER  OWNERSHIP  DEPARTMENT 
The  management  of  the  Associated  System  has  had  in  operation  for  seven  years  a  cus- 
tomer ownership  department  for  the  purpose  of  giving  the  customers  served  an  opportunity  to 
invest  in  securities  of  the  Company.  Over  $36,000,000  of  securities,  chiefly  preferred  stocks  of 
the  Company,  have  been  sold  to  approximately  40,000  customers  during  this  period.  Of  this 
amount  over  $13,000,000  of  securities  were  sold  to  approximately  19,000  customers  during 
the  year  1928.  .  1 

The  management  of  the  Associated  Company  believes  in  the  wisdom  of  the  customer 
ownership  program  as  it  not  only  provides  a  good  opportunity  for  the  customers  to  invest 
on  advantageous  terms  but  also  establishes  a  closer  relationship  between  the  operating  prop- 
erties and  their  customers  by  giving  them  a  more  direct  interest  in  the  activities  and  the  pros- 
perity of  the  Company.  At  the  same  time  it  gives  wider  distribution  to  the  securities  of  the 
Company  and  provides  a  substantial  group  of  stockholders  who  are  interested  primarily  in 
a  sound,  long  term  investment. 

The  following  chart  shows  graphically  the  growth  in  the  number  of  shareholders  since 
the  organization  of  the  Company,  and  in  more  marked  form  the  increase  since  the  policy  of 
enlarging  the  Company  and  distributing  its  securities  among  a  large  number  of  investors, 
was  instituted  in  1922  by  the  present  management. 
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OCCUPATIONS    OF  STOCKHOLDERS 
As  of  January  I,  1929 

An  extensive  analysis  of  a  large  and  representative  cross-section  of  the  stock  and  customer 
ownership  convertible  debenture  holders  showed  the  following  proportions  in  the  various  occupa- 
tional groups.  These  figures  indicate  a  wide  holding  among  practically  all  types  of  occupations: 


Total  number  of  stockholders  _  -     66.263 

Classification  %  Number 

Housewives  „  25.9  17,162 

Executives  and  Proprietors  of  Business  Establishments   11.1  7,355 

Skilled  Labor    10.7  7,090 

Clerks    ..  „  _  „  „  „  „   8.4  5,566 

Professional   _   8.2  5,434 

Associated   System    Employees  ....   7.6  5.036 

Unskilled  Labor  _   7.1  4.70+ 

Farmers   „  „   6.3  4.175 

Retired       ..  „  _  „  6.3  4.175 

Institutions,  Societies,  and  Business  Organizations   1.9  1.259 

Bankers  and  Brokers   ..  _   1.8  1.193 

Salesmen     „  _    ..  _   1.7  1.126 

Srudenta   ~  —    1.5  99* 

Minor  Children   _.    0  8  530 

City,  State,  and  Government  Employees   0  7  464 

Total   „   100.0  66,263 


NEW    BUSINESS  DEPARTMENT 

In  1926  the  Associated  System  first  undertook  to  establish  a  centralized  New  Business 
Department  for  the  purpose  of  developing  greater  use  of  electricity  and  gas  in  the  territory 
served.  1927  was  principally  devoted  to  surveys  and  organization.  In  1928  systematic  mer- 
chandising campaigns  were  undertaken  and  primarily  directed  toward  the  development  of  the 
residential  market.  Merchandising  of  domestic  and  commercial  appliances  was  inaugurated  dur- 
ing the  year  in  the  Pennsylvania  Group;  in  Patchogue,  New  York;  and  in  the  Maritime  Group. 

At  the  end  of  1927  there  were  100  appliance  salesmen,  while  at  the  end  of  1928  there 
were  275.  The  gross  sales  of  electric  and  gas  appliances  were  nearly  four  times  as  great  in  1928 
as  in  1927.    The  total  amount  of  such  sales  for  the  year  was  over  $2,500,000. 

The  number  of  stores  from  which  merchandising  operations  are  conducted  increased  dur- 
ing the  year  from  52  to  94.  Sixty-five  standard  electric  Associated  signs  were  installed  during 
the  year  in  various  sections  of  the  System. 

The  New  Business  Department,  in  addition  to  pushing  the  sale  of  electric  and  gas  appli- 
ances, also  carried  on  an  active  program  for  installing  efficient  house  wiring,  including  the  rewir- 
ing of  old  homes  and  the  introduction  of  convenience  outlets.  During  1928  over  3,200  house 
wiring  contracts  were  made  for  completely  rewiring  old  houses. 

The  purpose  of  the  New  Business  Department  activities  is  to  increase  the  number  of  con- 
sumers and  the  quantity  of  electric  energy  or  gas  consumed,  thus  constantly  striving  to  utilize 
up  to  their  fullest  capacity  the  plant  and  equipment  in  which  the  Company's  capital  is  invested. 
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NEW    OPTIONAL    LOW    ENERGY  RATES 

The  management  of  the  Associated  System  has  been  active  during  the  past  two  years 
and  particularly  during  the  year  1928  in  the  development  of  a  system  of  rates  which  woulii 
make  it  possible  for  customers  to  make  larger  use  of  the  company's  services.  The  principle  of 
these  rates  essentially  consists  of  two  parts:  First,  a  means  for  covering  the  minimum  charge 
for  the  facilities  necessary  to  furnish  service  and,  second,  a  relatively  low  rate  for  the 
actual  energy  used.  Once  the  first  part  of  the  charge  is  covered  a  large  amount  of  energy 
may  be  used  for  light  and  power  for  the  various  appliances  at  a  relatively  small  cost.  The  fixed 
part  of  the  rate  is  usually  determined  by  the  amount  of  floor  area  or  the  number  of  room)! 
in  a  house. 

These  new  low  energy  rates  were  introduced  widely  throughout  nearly  all  parts  of  the 
Associated  System.  They  are  in  most  areas  optional  with  customers.  Ultimately  the  general 
introduction  of  these  rates  should  lead  to  the  wider  use  of  appliances  and  to  an  increased 
sale  of  electricity. 

The  application  of  these  new  rates  usually  means  a  reduction  during  the  first  year  in 
the  amount  of  revenue  received  by  the  Company.  Ultimately,  however,  they  should  be 
mutually  beneficial  to  the  customers  and  eventually  to  the  Company.  Due  to  the  low  charge 
for  kilowatt  hours  in  these  new  rates,  the  margin  of  profit  to  the  Company,  in  the  additional 
kilowatt  hours  sold,  is  small.  The  increased  use  of  electricity  which  these  new  rates  are  help- 
ing to  bring  about  is  encouraging  and  it  is  felt  that  the  rate  of  increase  will  this  year  exceed 
that  of  last  year. 


FINANCING 

The  financial  policy  of  the  Company  was  discussed  at  considerable  length  in  the  annual 
report  for  1927.  The  essential  feature  of  the  program  lies  in  the  fact  that  financing  is  effected 
primarily  through  the  securities  of  the  parent  company  instead  of  through  the  securities  of 
underlying  operating  companies.  The  policy  followed  by  the  Associated  Company  has  three 
distinct  advantages: 

1.  It  provides  a  wider  diversification  of  business  and  earnings  for  the  securities  of 
the  Company. 

2.  By  substituting  parent  company  securities  for  underlying  company  securities, 
the  earnings  are  more  directly  applicable  to  the  securities  of  the  parent  company. 

3.  Because  of  the  many  operating  units  geographically  diversified  within  a  large 
system  of  properties,  the  individual  security  issues  are  far  larger  and  consequently 
have  wider  distribution  and  greater  marketability  than  those  of  an  individual 
operating  unit  in  a  restricted  area, 
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The  far-sighted  unique  policy  instituted  by  the  Associated  management  in  1922  has  been 
consistently  followed,  and  the  program  was  discussed  in  detail  in  the  last  annual  report.  The 
excellent  results  and  the  great  strengthening  of  the  financial  position  of  the  Company  is  indi- 
cated by  the  following  two  facts: 

1.  Associated  bonds  have,  since  early  1927,  been  selling  on  a  rapidly  decreasing  yield 
basis.  Financing  during  1928  was  done  with  ^Vt%  and  5%  bonds  as  against 
514%  bonds  the  year  before. 

2.  There  was  a  very  material  reduction  in  mortgage  and  secured  debt,  with  a  con- 
sequent strengthening  of  the  financial  position  and  borrowing  capacity  of  the 
Company. 

As  a  consequence  of  this  policy  a  broader  interest  in  the  securities  of  the  Company 
developed. 

The  wide  distribution  of  holdings  resulting  is  graphically  illustrated  by  the  following 
chart; 


That  the  shareholders  of  the  Associated  System  are  not  residents  alone  of  the  financial 
sections  of  the  eastern  states  nor  of  the  territories  served  by  the  System  is  graphically  illustrated 
Sn  the  following  map  which  shows  the  shareholders  by  states  throughout  the  United  States,  as 
well  as  the  number  of  holders  in  foreign  countries,  indicating  a  wide  geographical  distribution. 
Many  hundreds  of  foreign  holders  also,  of  course,  keep  their  holdings  in  the  names  of  domes- 
tic banks  and  bankers.  A  tabulation  of  the  geographical  distribution  of  shareholders  appears 
on  the  last  page  of  this  report. 


96.6%  OF  STOCKHOLDERS 
OWN  100  OR  LESS 
SHARES  EACH 
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The  Associated  financing  policy,  as  described  in  the  last  annual  report,  was  widely  and 
favorably  commented  upon.  The  following  excerpts  are  quoted  from  an  editorial  appearing 
is  the  August  29,  1928,  issue  of  the  London  Financial  Times,  a  leading  financial  authority 
of  Great  Britain: 

"The  effects  of  this  new  policy  are  seen  in  the  improved  terms  upon  which  the 
parent  company  has  been  able  to  obtain  financial  accommodations  for  its  various 
subsidiary  enterprises.  Whereas  the  present  management,  on  its  assumption  of 
office  in  1925,  had  to  issue  Six  and  One-Half  Per  Cent  Bonds,  it  has  recently  beexi 
able  to  finance  the  major  portion  of  its  requirements  by  the  issue  of  bonds  carrying 
2  per  cent  less  interest. 

"The  net  result  of  this  concentration  of  financing  operations  in  the  hands  of 
the  parent  company  has  been  to  facilitate  the  acquisition  of  new  properties,  and  by 
a  process  of  unification  to  cheapen  and  extend  the  services  supplied  to  its  hundreds 
of  thousands  of  customers.  It  is  an  example  well  worthy  of  study  by  public  util- 
ity enterprises  in  this  country,  as  the  more  favorable  the  terms  on  which  they  can 
obtain  fresh  capital  the  greater  will  be  their  opportunities  for  extending  their  useful, 
and  at  the  same  time  profitable,  activities." 
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The  following  excerpt  appeared,  August  25,  1928,  in  the  Paris  edition  of  the  New  York 
Herald: 

"Simplification  of  the  corporate  structure  of  the  system  marked  a  radical  depar- 
ture from  the  policy  of  nearly  all  other  large  public  utility  groups. 

"The  Associated  System  has  now  carried  out  a  new  policy  in  financing  large 
utility  systems  tinder  which  the  issues  of  underlying  bonds  and  preferred  stocks  of 
operating  subsidiaries  have  been  reduced  to  a  minimum  and  instead  the  credit  of  the 
parent  company  has  been  built  up  to  the  point  where  it  can  obtain  all  the  new  cap- 
ital needed  for  its  operating  companies  through  the  issuance  of  its  own  securities." 
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Total 

Mortgage  and 

Total 

Assets 

Secured  Debt 

Funded  Debt 

1910...... 

„    S  2,960,094 

$  1,670,000 

$  1,921,000 

1911 

2,958,281 

1,670,000 

1,921,000 

1912  _ 

3,700.281 

2,056,500 

2,307,500 

1913 

S.4U.054 

2,926,500 

2,926,500 

1914  . 

4.978.550 

2,663,500 

2,668,500 

191S_ 

4,891,149 

2,680,500 

2,680,500 

1916  _ 

5,572,770 

3,431,500 

3,431,500 

J917.  - 

5,727,772 

3,523,400 

3,523.400 

1918 

5.805,109 

3,527,100 

3,527,100 

1919  . 

5,963,771 

3,522,600 

3,522,600 

1920-. 

6.138.24S 

3,658,800 

3,658,800 

1921 . . . 

6,500,706 

3,619,000 

3,619,000 

1922  .  _ 

13.577,517 

6,702,600 

6,702,600 

1923 

16.884,669 

6,329,690 

6,329,690 

1924  . 

62.257,097 

20.452,900 

20,452,900 

1925 

.  209,601.178 

85,034,850 

111,554,007 

1926  ... 

258.962.166 

53,297,200 

134,704.100 

1927 

356.300.026 

38,045.150 

185,369,150 

1928 

364.359.126 

26,505,850 

167,856,800 

The  financing  program  during  1928  included  the  issue  early  in  the  year  of  $20,000,000 
Associated  Electric  4yz  %  bonds  due  1953,  $63,000,000  Convertible  Debenture  bonds  4J4  % 
due  1948,  535,000,000  Consolidated  and  Refunding  5%  bonds  due  1968  and  $19,000,000 
of  Ten-Year  5     %  Investment  Certificates. 

The  Associated  financial  policy  was  actively  continued  during  1928,  with  the  result  that 
$120,000,000  of  securities  were  called  or  exchanged  for  parent  company  securities,  including 
the  $65,000,000  5l/2  %  Bonds  issued  in  1926.  These  were  replaced  for  the  most  part  by 
securities  bearing  a  4H  %  coupon. 
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At  the  time  that  this  report  is  written  the  Company  has  made  a  number  of  large  acquisi- 
tions of  which  the  stockholders  are  being  apprised  currently.  The  full  effects  of  these  acquisi- 
tions upon  the  financial  structure  will  not  be  apparent  until  later  and  will  be  set  forth  in  the 
next  annual  report. 

FINANCIAL    AND    COMPARATIVE    FINANCIAL  STATEMENT 

The  books  of  account  of  the  Company  (as  has  been  customary  for  many  years  heretofore) 
have  been  audited  by  Messrs.  Haskins  Etf  Sells,  Certified  Public  Accountants,  whose  certificate  is 
appended  hereto  as  part  of  this  report. 

Immediately  following  the  Certificate  are  set  forth  the  condensed  consolidated  income 
account  of  the  Company  and  its  subsidiary  and  affiliated  companies  for  the  year  ended  Decem- 
ber 31,  3  928,  showing  the  earnings  for  the  year,  and  a  condensed  consolidated  balance  sheet  at 
December  31,  1928,  which  reflects  the  financial  condition  at  that  date,  both  as  referred  to  in  the 
Certificate. 

As  is  customary,  on  the  page  immediately  following  the  text  of  this  report  there  will  be 
found  comparative  consolidated  income  accounts  for  the  five  years  1924  to  1928,  inclusive. 

Also  appended  will  be  found  comparative  consolidated  balance  sheets  for  each  year  of  this 
period. 

For  the  information  of  those  who  arc  interested  in  a  corporate  statement  of  the  Associated 
Gas  and  Electric  Company,  there  are  also  included,  for  like  periods,  Associated  Gas  and  Elec- 
tric Company  Comparative  Income  Accounts  and  Balance  Sheets. 

All  of  these  statements  reflect  the  rapid  growth  of  the  Company. 

An  attractive  map,  in  colors,  of  the  territory  served  has  been  prepared  and  will  be  sent  on 
request. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  MANGE, 

President. 

Mar  23,  1929. 
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COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT  OF  COMPANY  AND  SUBSIDIARY 
AND  AFFILIATED  COMPANIES  ONLY  SINCE  DATES  OF  ACQUISITION 


Calendar  Years 

GROSS  EARNINGS:                            1924  1925  1926  1927  1928 

Electric                                     $4,496,650.05  $14,358,261.14  $21,504,148.71  $23,302,139.58  $24,531,431.00 

Gas                                              668.857.95  1.209,817.34  2.188.593.13  4.147.801. OS  4,490.146.54 

Water,  Transportation,  Heat  and 

Miscellaneous                             147,109.71  3.108.809.30  4.370,284.09  3,873.346.21  3.335,535.77 

TOTAL                       $5,312,617.71  $18,676,887.78  $28,063,025.93  $31,323,286.87  $32,357,113.31 

Operating  Expenses.  Mainte- 
nance AND  TAXES                   3,497,206.47  11,080,384.03  15,521,978.16  18,264,654.74  18,290,276.40 

NET  Earnings           $1,815,411.24  $  7,596,503.75  $12,541,047.77  $13,058,632.13  $14,066,836.91 

Other  INCOME                                345,955.33  774.259.09  1.220,262.03  3,973,454.32  3,934,755.50 

gross  income                     $2,161,366.57  $  8,370,762.84  $13,761,309.80  $17,032,086.45  $18,001,592.41 

Less  Fixed  Charges  and  Oth- 
er DEDUCTIONS  OF  SUBSIDIARY 

AND  AFFILIATED  COMPANIES       820,468.27  3,101,883.03  5.615.965.27  5,650,613.48  3,389,810.10 

BALANCE                    $1,340,898.30  $  5,268,879.81  $  8,145.344.53  $11,381,472.97  $14,611,782.31 

Fixed  Charges  and  Other 
deductions  of  associated 
Gas  and  Electric  Company: 

Interest  on  Funded  Debt          $    148,568.46  $     971,924.71  $  1.904,988.85  $  2,893,426.54  $  4,978,479.74 

Interest  on  Floating  Debt               79,486.60  505,322.27  413,517.95  530,662.93  1,117,416.20 

Total  Fixed  Charges  of  As- 
sociated Gas  and  Electric 

COMPANY                                 $    228,055.06  $  1,477.246.98  $  2.318,506.80  $  3.424.089.47  $  6,095.895.9+ 

Net  Income  Available  for 
Renewals  and  Replace- 
ment Reserves,  Dividends 

and  surplus                   $1,112,843.24  $  3,791,632.83  $  5.826,837.73  $  7,957.383.50  $  8,515,886.37 

Dividends  on  Preferred  Stock      284,371.75  828,673.77  1,662.153.57  3,453,507.02  3,512.636.95 

Balance                    $   828,471.49  $  2,962,959.06  $  4.164,684.16  $  4,503,876.48  $  5,003,249.42 

Less:  Reserved  for  Renewals 

and  replacements                 289,414.19  1,036,112.55  1,627,193.10  1,698,731.00  1.830,454.52 

Balance  for  Further  Divi- 
dends AND  SURPLUS                $   539,057.30  $  1,926,846.51  $  2,537,491.06  $  2,805,145.48  $  3,172,794.90 

Deduct — Class    A  Priority 

Dividend  $2.00  Per  Share...            •  456,496.19  607,760.13  975,714.08  1,473,118.93 

Remainder  of  Income  for 
Other  Dividends  and  Sur- 
plus                                               —  $  1,470,350.32  $  1.929,730.93  $  1,829,431.40  $  1.699,675.97 

*  Class  A  not  issued. 
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Condensed  Consolidated  Statement 
of  Capital  Receipts  and  Capital  Disbursements 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 
December  31,  1927  to  December  31,  1928 


capital  receipts 

Cash  Balance  at  December  31,  1927  

3alance  of  undistributed  earnings  transferred  to  surplus  

Increase  in  Optional  and  Other  Reserves  

capital  issues  including  conversions  and  exchanges: 

STOCK : 

Common    72,792  shares  $ 

Class  "A"    544,737  shares 

Preferred  Srock — $5  Dividend    5,840  6hares 

Funded  Debt  of  Company: 

4Yz  %  Convertible  Gold  Debenture 


S  5,717.510.94 
1,099,675.97 
270.392.13 


t  2,161,909.69 
19.217,428.41 
584,000.00 


5  %  Consolidated  Refunding  Gold  Debenture  Bonds,  due  1968 
5K%  Investment  Certificates   

6  %  Convertible  Debentures   


FUNDED  DEBT  OF  SUBSIDIARIES: 

4H  %  Bonds  of  Associated  Electric  Company,  due  1953 ... 
Funded  Debt  Assumed  on  Properties  Acquited  


$37,746,266.00 
35,003,755.00 
17,933,920.00 
3,373,894.44 


$21,963,338.10 


94,057,835.44 


$10,405,000.00 
124.700.00 


10,529.700.00  126.550,873.54 


UNFUNDED  DEBT: 

Notes  Payable      ,  

DECREASE  IN  INVESTMENTS  IN  AND  ADVANCES  TO  AFFILIATED  COMPANIES... 
INCREASE  OF  CURRENT  LIABILITIES  OVER  CURRENT  ASSETS  


Total  Capital  Receipts 


1,176.771.38 
7,540,497.78 
3,296,038.17 

.  $145,651,759.91 


CAPITAL  DISBURSEMENTS 

increase  in  plant,  property,  franchises,  cost  of  acquiring  capital,  etc... 
Less — Retirements,  etc  ,  


$11,468,036.16 
5,689,384,98 


Net  Increase  . 


Capital  Securities  retired  through  Redemption,  Conversion  or  Purchase: 

COMPANY: 

Preferred  Stocks: 

Original  Series                                           45.428  shares  at  $  50  $2,271,400.00 

$7.00   Dividend                                             54.783  shares  at     100  5,478.300.00 

$6.50   Dividend                                             69.335  shares  at     100  6,933.500-00 

$6.00   Dividend                                             31.807  shares  at     100  3.180.700.00 


5  5,778,651.18 


Funded  Debt 


Subsidiaries  : 

PREFERRED  STOCKS   (various  issues)   54.248  shares  $4,359,955.00 

COMMON  STOCKS    (and  Applicable  Surplus)   66  shares  39,023.75 


Funded  Debt 


S17, 863. 900.00 
32,188,413.51 


$  4,398,978.75 
65,747,150.00 


Contractual  Obligations   _  _ 

Unamortized  Discount  on  Funded  Debt  „  

Discounts,    Commissions   and   Expenses  on  securities  Issued  and  Premiums, 
Expenses,  etc.,  on  securities  Retired.  Written  Off  against  Surplus*  

Total  Capital  Disbursements  

Cash  Balance  at  December  31,  1928  


50,052,313.51 


70,146,128.75 


407,240.19 
7,296.279.99 


Total  Capital  Disbursements  . 


S  1  38.638.1  1  6.20 
7,013.643.71 


.  $145,651,759.91 


"'In  the  above  statement  the  Preferred  Stocks  are  stated  at  par  or  liquidation  values  and  the  Bonds  aud  Debentures  at  their  principal  amount. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


HASKINS    &  SELLS 


CERTIFIED    PUBLIC  ACCOUNTANTS 


13  BROAD  STREET 


Offices  in  The  Principal  Cities  of 
The  United  States  of  America 

London.  Paris.  Berlin.  Shanghai.  Manila. 
Montreal,  Havana.  Mexico  City 

cable  address  "hask3ells" 


Associated  Gas  and  Electric  Company, 
61  Broadway, 
New  York. 

Dear  Sirs ; 

We  have  audited  the  accounts  of  the  Associated  Gas  and 
Electric  Company  for  the  year  ended  December  31,  1928,  and  have  beer, 
furnished  with  balance  sheets  and  income  accounts  of  its  subsidiary 
companies,  whose  accounts  we  have  not  audited,  and  certify  that  the 
accompanying  Condensed  Consolidated  Balance  Sheet  as  at  December  31, 
1928,  and  Condensed  Consolidated  Income  Account  for  the  year  ended 
that  date  are  in  accord  therewith. 


May  22,  1929. 


Yours  truly, 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Condensed  Consolidated  Income  Account  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  COMPANIES 
For  the  year  ended  December  31,  1928 

Income  for  Companies  acquired  during  the  year  is  included  oniy 
from  approximate  dates  of  acquisition  to  December  31,  1928 

OPERATING  REVENUE: 

Electric    $24,531,431.00 

Gas    4,490,146.54 

Water,  Transportation,  Heat  and  Miscellaneous   3,335,535.77 


Total    $32,357,113.31 

Operating  Expenses,  Maintenance  and  Taxes 

(including  Companies'  Accruals  for  1928  Federal  Income 

Taxes)    18,290,276.40 


Operating  Income   $14,066,836.91 

Other  Income   3,934,755.50 


gross  Income   $18,001,592.41 

LESS — Fixed  Charges  and  Other  Deductions: 
Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt  (less  Interest 

During  Construction)    $  3,207,595.38 

Preferred  Stock  Dividends    178,886.37 

Deduction  by  Company  for  Income  applicable  to 
Common  Stocks  of  Subsidiary  and  Affiliated  Com- 
panies held  by  the  Public   3,328.35  3,389,810.10 


Balance   _   $14,611,782.31 

Associated  Gas  and  Electric  Company : 

Interest  on  Funded  and  Unfunded  Debt   6,095,895.94 


Balance   $  8,515.886.37 

Preferred  Stock  Dividends   3,512,636.95 


$  5,003,249.42 


Provision  for  Renewals,  Replacements  and  Re- 
tirements (Depreciation)    1,830,454.52 


Balance   $  3,172,794.90 

DEDUCT — Class  "A"  Priority  Dividends  $2.00  per  share  1,473,118.93 


Remainder  of  Income  for  Other  Dividends  and 
Surplus   $1,699,675.97 


No  charge  for  amortization,  of  bond  discount,  premiums,  end  expenses  has  been  included  in  the  above  statement.  All 
surh  discounts,  premiums  and  expenses  at  December  31,  1927,  were  written  off  against  capital  surplus.  The  amount  of 
amortisation  that  would  ordinarily  have  been  charged  against  income  for  the  year  1928  has  been  charged  against  corporate 
surplus,  and  the  part  thereof  applicable  to  bonds  issued  in  prior  years  has  been  credited  to  capital  surplus. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Condensed  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  COMPANIES 
December  31,  1928 

Assets  Side 

Plant.  Property.  Franchises  and  Cost  op  Acquirjng  Capital   $242,091,175.42 

INVESTMENTS    (Principally    Investments    in    and    Advances   to    Subsidiary  and 

Affiliated  Companies  not  included  in  the  Consolidation)   52.730.718.67 


CURRENT  ASSETS:- 

Cash   h  -..   $6,883,938.70 

Special  Deposits   »  „   129.705.01  $7,013,643.71 


Notes  Receivable   „  „  147,694.28 

Accounts  Receivable: 

Consumers    $2,599,244.54 

Miscellaneous                                                                        936.063.86  3,535,308.40 


Due  from  Subscribers  for  Stocks  and  for  Obligations  Convertible  info  Stock  2,923,586.00 

Materials  and  Supplies   2,555.911.57 

Total  Current  Assets   16,176,143.96 

Sinking  Funds  for  Retirement  op  Bonds   39,638.30 

deferred  charges : 

Prepaid  Expenses   $  434,436.44 

Miscellaneous  Items  in  Suspense  _    1,059,775.84 

Unamortized  Debt  Discount  and  Expense   7,296,279.99 

Total  Deferred  Charges   8,790.492.27 


Total  „  _   $319,828,168.62 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Condensed  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  COMPANIES 
December  31,  1928 


Liabilities  Side  and  Capital 


Capital  Stock  and  Surplus: 


Associated  Gas  and  Electric  Company: 

Preferred  Stocks — Stated  at  Liquidation  Values   $39,373,538.50 

Class    A    and    B    Stocks — Liquidation    Values,  and 

Common  Stock — Capital  and  Surplus   60.833,064.40  $100,206,602.90 


Subsidiary  Companies : 

Preferred  Stocks — Stated  at  Liquidation  Values   $  145,015.00 

Common  Stocks  and  Surplus  Applicable  Thereto   3,400.00 


Total  Capital  stock  and  surplus   $100,355,017.90 

Obligations  Convertible  into  Stock  at  company's  Option   16,332.548.43 

Funded  Debt: 

Associated  Gas  and  Electric  Company: 

5Hfo  Investment  Certificates    $17,933,920.00 

5Vzfo  Convertible  Gold  Debentures  due  1977   16,077.000.00 

5%  Gold    Debenture  Bonds — First    and  Refunding 

due  1968    35,003,755.00 

4H%  Gold  Debenture  Bonds  due  1948   37,746,266.00 

Other    108,600.00  $106,869,541.00 


Subsidiary  Companies'  Bonds  Held  by  Public   44,635,050.00 

Total  Funded  Debt  -   151,504,591.00 

Property  Purchase  and  Stock  Contract  obligations   1,986,483.81 

Due  to  Subsidiary  and  Affiliated  Companies  not  included  in  the 

Consolidation  _  „   1,313,674.36 

Current  Liabilities: 

Notes  Payable   _   $  21,893,837.93 

Accounts  Payable  „.„  _  _  „    1,439,869.26 

Bonds  Called- for  Redemption   1,948,863.00 

Accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous   3,521,729.62 

Taxes,  including  Companies'  Accruals  for  Federal  Income  Tax  for  the 

Year   1928    1,610,466.41 


Total  Current  Liabilities    30,414,766.22 

■Consumers'  Deposits   1,950,523.59 

Reserves  : 

Renewals,  Replacements  and  Retirement  of  Property   $14,439,574.63 

Other  Reserves  _  1,530,988.68 


Total  reserves   15,970,563.31 


Total   $319,828,168.62 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Consolidated  Balance  Sheet  of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

December  31,  1924  to  1928  inclusive 


Assets  Side 

Capital  Assets:  1924  1925  1926  1927  1928 

Plant,     Property,     Franchises  and 

Cost  of  Acquiring  Capital   $52,885,21  1.29  $185,337,470.65  $231,258,132.70  $236,312,524.24  $242,091,175.42 

Investments  (Including  Investments 
in  and  Advances  (net)  to  Sub- 
sidiary and  Affiliated  Companies 
not  included  in  the  Consolida- 
tion)   1,403,560.91       4,357,867.51        1,248,851.98      58,95  7,542.09  51,417,044.31* 

Total  Capital  Assets   $54,288,772.20  $189,695,338.16  $232,506,984.68  $295,270,066.33  $293,508,219.71 


Current  Assets: 

Cash.  Call  Loans  and  Special  De- 
posits   4,074,005.19  4,031.089.84        9.047,200.91  5,717,510.94  7,013,643.71 

Notes  Receivable    164,057.28  117.564.22            34.512.47  589,254.58  147.694:28 

Accounts  Receivable: 

Consumers,  less  reserve   1,581,412.83  2.482,119.48        3,083,753.04  2,853,844.96  2.599,244.54 

Miscellaneous    5,780.58  341.613.54        1.305,085.40  704.531.58  936.063.86 

Due  from  Subscribers  for  Stocks  and 
for  Obligations  Convertible  into 

Stock    524,811.47  8,955,974.46        4.919,754.46  3.077,525.00  2. 923. 586.0O 

Materials  and  Supplies   1,100,900.86  3,078,148.02        3,164,174.97  2,926,419.38  2,555,911.57 


TOTAL  Current  ASSETS         $  7,450,968.21  $  19,006,509.56  $  21,554,481.25  $  15,869,086.44  $  16,176,143.96 

Sinking  Funds  for  Retirement  of 

Bonds    —  145,434.11  184,215.99  81,356.48  39,638.30 

deferred  charges: 

Prepaid  Expenses    108,373.56  331,272.30  477,361.97  457,283.20  434,436.44 

Miscellaneous  Items  in  Suspense   408,983.04  422,623.74  438,525.75  1,023,889.72  1,059,775.84 

Unamortized   Debt    Discount  and 


Expense 


Total  Deferred  Charges  ...  $    517,356.60  $      753,896.04  $      915,887.72  $    1,481,172.92  $  8,790,492.27 


TOTAL  ASSETS  Side   $62,257,097.01  $209,601,177.87  $255,161,569.64  $312,701,682.17  $318,514,494.36 

'  Stated  net  for  purposes  of  comparison  with  previous  years. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Consolidated  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 
December  31,  1924  to  1928  inclusive 

Liabilities  Side  and  Capital 
Capital  Stock  and  Surplus :  1924  1925  1926  1927  1928 

Preferred  Stocks — Stated  at  Liquida- 
tion Values    $  5,151,450.00  $  14,116,550.00  $  42,974,060.00  $  56,653,350.00    $  39,373,538.50 

Class  A  and  B  Stocks — Liquidation 
Values,    and   Common   Slock — 

Capital  and  Surplus    8,658,783.02      20,559,412.45      36,221,875.60  43,311,641.41  60,833,064.40 

Total  Capital  Stock  and 

Surplus    $13,810,233.02  $  34,675,962.45  $  79,195,935.60  $  99,964,991.41  $100,206,602.90 

Subsidiary  and  affiliated  Com- 
panies' Stocks  Outstanding: 

Preferred  Stocks    2,603,500.00      15,875,420.00        6,415,200.00        4,504,970.00  145,015.00 

Common  Stocks  and  Surplus  Ap- 
plicable Thereto    3.797,782.01        6,303,080.52  8,207.43  42,423.75  3,400.00 


Total  Subsidiary  and 
Affiliated  Companies' 

Stocks  Outstanding   $  6,406,282.01  $  22,178,500.52  $     6,423,407.43  $    4,547,393.75  $148,415.00 

Obligations  Which  are  Convert- 
ible into  Stock  at  Both  the 
Company's  and  Holders'  Op- 
tion   230,600.00  26,519,157.50  16,407,900.00  17,396,167.50  16,332,548.43 

funded  debt: 

Associated  Gas  and  Electric  Com- 
pany  4,000,000.00  14,172,700.00  8,527,600.00  43,936,500.00  106,869,541.00 

Subsidiary  and  Affiliated  Compa- 
nies  16,452,900.00  70,862,150.00  109,768,600.00  99,852,500.00  44,635,050.00 

TOTAL  Funded  Debt   $20,452,900.00  $  85,034,850.00  $118,296,200.00  $143,789,000.00  $151,504,591.00 

Property  Purchase  and  Stock 

Contract  Obligations   5,799,417.44  11,377,576.25  1,385.827.00  2,393,724.00  1,986,483.81 

Current  Liabilities: 

Notes  Payable   6,170,900.79  8,415,077.38  8,097,316.67  20,717,066.55  21,893,837.93 

Accounts  Payable    1,261,632.67  1,935,201.00  2,806,616.43  1,400,721.82  1,439,869.26 

Bonds  Called  for  Redemption   —  —  —  —  1,948,863.00 

Accrued  Interest,  Dividends  and  Mis- 
cellaneous Accounts   462,565.88  1,874,964.65  2,811,117.23  3,469,747.48  3,521,729.62 

Accrued  Tales    419,829.70  746,079.24  1.232,918.12  1,461,324.66  1,610,466.41 

Total  Current  Liabilities  $  8,314,929.04  $  12,971,322.27  $  14,947,968.45  $  27,048,860.51  $  30,414,766.22 

Consumers'  Deposits    627,228.41  1,218,991.37  1,648,526.35  1,861,373.82  1,950,523.59 

Reserves  : 

Renewals,  Replacements  and  Retire- 
ment of  Property   5.302,581.32  12,319,507.83  14,279,659.45  12,702,032.63  14,439,574.63 

Other  Reserves    1,312,925.77  3,305,309.68  2,576,145.36  2.998,138.55  1.530,988.68 

TOTAL  RESERVES    $  6,615,507.09  $  15,624,817.51  $  16,855,804.81  $  15,700,171.18  $  15,970,563.31 

Total  Liabilities  Side 

and  CAPITAL   $62,257,097.01  $209,601,177.87  $255,161,569.64  $312,701,682.17  $318,514,494.36 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Condensed  Income  Accounts  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
For  years  ended  December  31st 


1924 

1925 

1926 

1927 

1928 

GROSS  Income    (Excluding  non- re- 
aming income  items)   

S 

1.006,236.92 

S 

3,432,253.26 

$ 

6.080.082.71 

$ 

8,876,400.64 

S 

12,676,316.99 

Income  Charges: 

Interest  on  Funded  Debt  

148,568.46 

644,583.83 

1.184,297.83 

2,548,432.45 

4,122.600.41 

Interest  on  Unfunded  Debt  

74,004.59 

494,353.45 

414,006.87 

541,822.68 

1,1  18.373.30 

Interest  on  Convertible  Obligations* 

8.926.95 

349.123.66 

729,118.67 

344,994.09 

959,004.33 

Total  income  Charges 

s 

231,500.00 

$ 

1.488,060.94 

$ 

2,327,423.37 

$ 

3,435,249.22 

$ 

6,199,978.04 

Net    Income    Transferred  to 
Surplus   

$ 

774,736.92 

$ 

1,944,192.32 

$ 

3,752,659.34 

$ 

5.441.151.42 

$ 

6,476,338.95 

"  Includes  interest  on  Obligations  convertible  into  stock  at  Company's  Option. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Comparative  Balance  Sheet  of 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
For  years  ended  December  31st 


Assets  Side 


Investments,  Capital  Assets  and 

1924 

1925 

1926 

1927 

1928 

Advances  to  Associated  Com- 

PANIES   

$21,146,694.77 

$ 

84,235,953.49 

$ 

98.258,175.81 

$ 

78,975,965.45 

$246,261,809.50 

CURRENT  ASSETS: 

1,742,515.90 

1,161,777.34 

6,036,256.66 

4,471,411.68 

5.805,085.18 

Notes  and  Accounts  Receivable  ftom 

408,695.36 

8,902,292.89 

6,022,503.46 

3,104,881.75 

9  973  646  01 

Total  Current  Assets 

$  2,151.211.26 

$ 

10,064,070.23 

$ 

12,058,760.12 

$ 

7,576,293.43 

$    8,728,732.1  1 

DEFERRED  CHARGES: 

Prepaid  Accounts   

13,275.12 

23,783.05 

53,147.43 

80.709.83 

1 1 7,39 1.64 

47,138.87 

83,595.59 

304,573.78 

457,533.72 

224,999.42 

Unamortized    Debt    Discount  and 

Expense   -  „  

5.347,589.63 

Total  Deferred  Charges 

$  60,413.99 

$ 

107,378.64 

$ 

357,721.21 

$ 

538,243.55 

$  5,689,980.69 

Total  assets  Side  

$23,358,320.02 

$ 

94.407,402.36 

$110,674,657.14 

$1 

87,090,502.43 

$260,680,522.30 

Liabilities  Side  and  Capital 

Capital  stock  and  Surplus: 

Preferred,   Class  A  and  B  Stocks. 

Liquidation  Values,  and  Common 

Stock — Capital  and  Surplus  

$14,511,242.12 

$ 

36,279,517.1  1 

$ 

77,019,908.84 

$100,503,838.23 

ttrifl  n  o  £  107 
*ruo,U00,JS/.4U 

Obligations  Which  are  Convert- 

ible into  Stock  at  Both  the 

Company's  and  Holders'  Op- 

tion   

230.600.00 

25,956,157,50 

16,287.600.00 

17,285,674.16 

16,332,548.43 

Funded  Debt  .......  „.   

4,000,000.00 

14,172,700.00 

8,527,600.00 

43.936,600.00 

109,369,541.00 

Property  Purchase  and  Stock 

Contract  Obligations  

1 1,018,201.00 

724,683.00 

1.749,275.00 

1.463,247.03 

Notes  Payable   „  „,  

4,425,288.90 

5,200,894.56 

4,650,000.00 

20,535,000.00 

21,504,400.00 

Accounts  Payable  

3,204.36 

16,800.72 

1,619,950.90 

256,951.88 

318.983.76 

Accrued  Dividends,  Interest  and 

Miscellaneous  Accounts 

20,326.05 

294,765.46 

474,433.80 

1,311,122.32 

3,597,653.24 

Reserves    

167.658.59 

1,468,366.01 

1,370,480.60 

1,512,040.84 

7,761.44 

Total  Liabilities  Side  and 

Capital   

$23,358,320.02 

S 

94,407.402.36 

$1  10,674,657.14 

$1 

87.090,502.43 

$260,680,522.30 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


FACTS  CONCERNING  FUNDED  DEBT  AND  CAPITAL  STOCK  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

AND  SUBSIDIARIES 

 ^  Authorized      OttlX       Payable  Where  Payable  Wees,  Trrofa  Agent.  .,  Registrar.  

Associated  Gas  &  Electric  Company 

4V2%  CvertM.  Gold  Debenture,,  due  1948               0p»  $37,746,266  "HS^cE^^  RY^  *'  &          ^        "  ^  Y°*  ^  T™'" 

«*  Gold  Debenture  Bonds,  due  ,958                100.000,000       69,600  HrM  {S^c!^  fc^Y*  *'  °          **  ""**  ^     **  *     *«  **  T"— 

5%  Gold  Debenture  Bo.d,,  due  1968                   100,000,000  35,003,755  AM)-!  {^L,0',^^*^^  ^  &           GU""">'  T""'  C<"'"*""'  °'  ^  Y°'1, 

unburn.    .      D    j    c   ■      n«                      n              „„„  ,.  ,  ,  J  C-H.  C.  Hopson  8c  Co.,  Inc..  N.  Y.  C.            The  Ch.se  Nalioual  Bank  of  the  City  of  New  York,  Trustee 

5%  Gold  Debenture  Bonds.  Series  of  1928                       Open         39,000  J6cJ-l  jp_The  Company  Ithaca  NY 

5>/2%  Convertible  Cold  Debentures,  due  1977              40,000,000    18.577.000  FStA-l    C-H.  C.  Hopson  St  Co.,  Inc.,  N.  Y.  C              The  New  York  Trust  Company,  New  York  City,  Trustee 

,.,„    ,              ,   _    .,    ,                                    ,„„.,„„    , ,„„_,„  J  M&N-I5    C-Room  2015.  61  Broadway,  N.  Y.  C.           Irving  Trust  Company,  New  York  City 

9/t%    Investment   Cernfic.t.s...  „  _          100,000,000    17,933,920  {  FMAN-I5    R-The  Company.  Ithaca,  N.  Y. 

6%  Convertible  Debenture  Ce,ti£ca,e.  _     50.000.000    1 1 .098,260  {  "^'!    C-R  t  Hopson &  jCo,,  kc.  E  Y.  C            Guaranty  Trust  Company  of  New  York,  Registrar 

1  MJSD-1    R-The  Company,  Ithaca,  N.  Y.                        F.  E.  Taylor  &  \7.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 

f  J&J-l    C-H.  C.  Hopson  St  Co.,  Inc.,  N.  Y.  C            Guaranty  Trust  Company  of  New  York.  Registrar 

6%  Convertible  Debenture  Certificates,  Series  B  I                   (     841,300  1  JAJO-1    R-The  Company,  Ithaca,  N.  Y. 

10.000,000 

6</t%  Convertible  Debenture  Certificates  )                     (  2,021,550  (  J&M    C-H.  C.  Hopson  &  Co.,  Inc..  N.  Y.  C.              Guaranty  Trust  Company  of  New  York,  Registrar 

t  J&J-l    R-The  Company,  Ithaca,  N.  Y. 

Associated  Electric  Company 

*/2%  Gold  Bonds,  due  1953                                             Open    17.955,000  J&J-l    C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C              Guaranty  Trust  Company  of  New  York,  Trustee. 

Citizens  Light,  Heat  &  Power  Company  of  Pennsylvania 

5%  lit  Mortgage,  due  1934  _                          3.000.000     1.303.000  M&N-l  {r^^T^^^"^"     ^  S'*'"  M°"«-  &  T"»'  **  *— 

Erse  Li&htin£  Company 

(C-Pa.  Co.  for  Ins.  on  Lives  &  Gr.  Ann.  Pennsylvania  Company  for  Insurances  on  Lives  &  Granting  An- 

5%  l»t  Mortgage,  due  1967  _                                    6,000,000     3,549,500  A&O-I  ^-Pennsylvania  Company  for  Insurance!  on  «"">"»•  Phila.,  Pa. 

Lives  &  Granting  Annuities,  Phila.,  Pa. 

ladium  Gas  Utilities  Company 

i..                     a„.    194&  _               odo.       1.OI4.000  ja.J-1  { T°rbe"  %C°''  N-BYtand  Boslon      Guaranty  Trust  Company  of  New  York,  Trustee. 


Long  Island  Water  Corporation 

5'/i%  1st  Mortgage,  due    1955     „- 

The  Manila  Electric  Railroad  and  Lighting  CorparntlCw 

5%  1st  and  Collateral  Trust,  due  1953  

New  York  State  Gas  and  Electric  Corporation 

5J/2%  1.1  Mortgage,  due  1962   


Penn  Public  Service  Corporation 

6%  1st  and  Refunding,  due  1947  

Penn  Public  Service  Corporation 

5%  1st  and  Refunding,  due  1954  

Richmond  Light  &  Railroad  Company 

4%  1st  Collateral  Trust,  due  1952  


Open  2,300,000  M&N'-l  C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C. 

5,000,000  1,744,700  M&S-l  C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C. 

Open  3,864,500  A&0-1  C-Thc  Equitable  Trust  Co.  of  New  York 

Open  5,312,000  M&N-l  C-First  National  Bank,  New  York 

Open  2,707,000  J&D-l  C-H.  C.  Hopson  &  Co..  Inc.,  N.  Y.  C 

;,500.000  1,221.000  J&J-l  C-Guaranty  Trust  Co.  of  New  York 


Guaranty  Trust  Company  of  New  "York,  Trustee 
The  Equitable  Trust  Company  of  New  York,  Trustee 
The  Equitable  Trust  Company  of  New  York,  Trustee 
Bankers  Trust  Company,  New  York,  Trustee 
Bankers  Trust  Company,  New  York,  Trustee 
Guaranty  Trust  Company  of  New  York,  Trustee 


Associated  Gas  &  Electric  Company 
Common  Stock    


( ,300,000  «h,     1,313,682  sh. 


J  ,500,000  uli.       79 1 ,533  sh.  FMAN- !      The  Coi 


,  Ithaca,  New  York 


$6  Dividend  Series  Preferred  Stock  

$6.50  Dividend  Series  Preferred  Stock  

$7  Dividend  Series  Preferred  Stock.„  

Original  Series  Preferred  Stock  


  .33,000»h.  111,577  sh.  MJSD-1  The  Company,  Ithaca,  New  York 

™  230,GOO»li.  185,591  sh.  MJSD-1  The  Company,  Ithaca,  New  York 

  50.000  th.  41 ,453  sh.  JAJO-1  The  Company,  Ithaca,  New  York 

......  .07,000  sk.  98,547  sh.  JAJO-1  The  Company,  Ithaca,  New  York 


F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt, 
The  Equitable  Trust  Company  of  New  York,  Registrar 
Stale  Street  Trust  Company,  Boston,  Mass.,  Tfr.  Agt. 
The  First  National  Bank  of  Boston,  Boston,  Mass.,  Registrar 
The  Seaboard  National  Bank,  New  York,  Tfr.  Agt. 
F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
Guaranty  Trust  Company,  New  York,  Registrar 
State  Street  Trust  Company,  Boston,  Mass.,  Tfr.  Agt. 
The  First  National  Bank  of  Boston,  Boston,  Mass.,  Registrar 
Bank  of  America  of  California,  Los  Angeles,  Cat.,  Tfr.  Agt. 
Security  First  National  Bank  of  Los  Angeles,  Los  Angeles,  Cal. 
Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C.  Tfr.  Agt 
The  Chase  National  Bank  of  the  City  of  New  York,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway.  N.  Y.  C.  Tfr.  i 
Chemical  Bank  &  Trust  Co.,  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway.  N.  Y.  C,  Tfr^  Agl 
The  Bank  of  America,  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Ag1 
Irving  Trust  Co.,  N.  Y.  C„  Registrar 


:rie  Lighting  Company 

Preference  Stock  ($2)..,. 


Stater:  {stand  Edison  Co rpo ratio u 
$6  First  Preferred  Stock  


3,217  sh.    JAJO-1        Associated  Gas  &  Electric  Co.,  Ithac 


*0.600«h.  18,921  sh.    JAJ0-!       Associated  Gas  &  Electric  Co.,  Ithaca 


F.  E.  Taylor,  C.  A.  Dougherty  &  W.  L  Freund,  61  Broadway, 

N.  Y.  C.  Transfer  Agent 
J.  F.  McKenna  &  E.  B.  Naylon,  61  Broadway,  N.  Y.  C,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
Guaranty  Trust  Company  of  New  York,  Registrar 


C-Coupon. 
R-Registered. 


Geographical  Distribution  of  Registered  Security  Holders 


Alabama   21 

Arizona    7 

Arkansas   6 

California   1,601 

Colorado    37 

Connecticut    1,559 

Delaware    76 

Dist.  of  Columbia  131 

Florida    90 

Georgia   61 

Idaho    16 

Illinois    1,353 

Indiana   653 

Iowa    42 

Kansas    26 

Kentucky    1,959 


UNITED  STATES 


Louisiana    14 

Maine   371 

Maryland    503 

Massachusetts    4,762 

Michigan    169 

Minnesota   217 

Mississippi    5 

Missouri   257 

Montana   1 7 

Nebraska   1 1 

Nevada    11 

New  Hampshire  ...  1,246 

New  Jersey   1,387 

New  Mexico   5 

New  York    28,556 

North  Carolina   109 

North  Dakota    10 

Total    65,190 


Ohio   449 

Oklahoma   9 

Oregon    102 

Pennsylvania    16,703 

Rhode  Island    693 

South  Carolina   45 

South  Dakota   340 

Tennessee    629 

Texas   59 

Utah    222 

Vermont   113 

Virginia    55 

Washington    182 

West  Virginia    56 

Wisconsin   242 

Wyoming   3 


FOREIGN  COUNTRIES  AND  UNITED  STATES'  POSSESSIONS 


Africa  

Alaska   

Bahama  Islands  ... 

Belgium   

Bermuda  

Brazil   

Canada   

Canal  Zone  

Channel  Islands 


3 

China   

2 

Denmark   

1 

England   

1 

France   

6 

Germany   

1 

Hawaii   

167 

Holland   

2 

Ireland   

2 

Italy  

Manila   

Peru   

Grand  Total   

1 

Philippine  Islands 

12 

1 

Prince  Edward 

153 

Island  

1 

2 

Scotland   

9 

3 

Spain   

1 

3 

Switzerland   

6 

216 

Venezuela  

2 

5 

Wales   

2 

3 

West  Indies  

5 

462 
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Annual  Report  of  the  Board  of  Directors 
to  the  Stockholders 
for  the  Year  ended  December  31,  1929 


Organisation  of  the 
cAssociated  Qas  and  Electric  Qomparvj 


(Incorporated  under  the  laws  of  the  State  of  New  York  in  1906) 


Officers 


J.  I.  Mange,  Chairman  and  President   New  York 

H.  C.  HOPSON,  Vice-President  and  Treasurer   New  York 

S.  J.  MAGEE,  Vice-President  and  General  Manager   New  York 

J.  M.  DALY,  Vice-President   New  York 

O.  E.  Wasser,  Comptroller  and  Assistant  Secretary -Treasurer  .  Ithaca, N.Y. 

M.  C.  O'KEEFFE,  Secretary  and  Assistant  Treasurer  ....  New  York 


^Directors 


Charles  W.  Beall    .    .    .    New  York 

Harris,  Forbes  &f  Company 

William  Buchsbaum     .    .    New  York 

Vice-President,  Barstow-Tyng  B  Company 

Frederick  S.  Burroughs    .    New  York 

Harris,  Forbes  53  Company 

John  M.  Daly  New  York 

Vice-President 

Howard  C.  Hopson   .    .    .    New  York 

Vice-President  and  Treasurer 


SANFORD  J.  MAGEE    .    .    .    New  York 

Vice-President  and  General  Manager 

John  I.  Mange     ....    New  York 

Chairman  and  President 

GEORGE  W.  OLMSTEAD    .    Ludlow,  Penna. 

Vice-President,  Long  Island  Lighting  Company 

Ellis  L.  Phillips  ....    New  York 

President,  Long  Island  Lighting  Company 

Daniel  Starch     ....    New  York 

Daniel  Starch  and  Staff 


Financial  Office,  61  Broadway,  New  York  City 
Principal  Office    ....    Ithaca,  New  York 


Managers — Operating  Properties 
The  J.  G.  White  Management  Corporation 

The  Utility  Management  Corporation 

33  Liberty  Street,  New  York  City 


cAnnual  'Tieport 
of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


For  the  Year  Ended  December  31,  1929 


HISTORICAL  NOTE 

THE  ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM  had  its  inception  with  the  establish- 
ment of  the  Ithaca  Gas  Light  Company  in  Ithaca,  New  York,  in  1852.  This  was  an  isolated 
company  for  over  fifty  years,  when  its  owners  became  interested  in  and  secured  control  of, 
several  other  electric  and  gas  properties  in  the  south  central  part  of  New  York  State.  The 
group  of  properties  thus  united  in  a  common  ownership  came  to  be  known  as  "The  Associated 
Gas  and  Electric  Companies,"  and  these  properties  formed  the  nucleus  around  which  the  Asso- 
ciated Gas  and  Electric  System  has  grown.  The  original  Associated  Companies  ar-e  still  part  of 
the  Associated  System.  In  1906  the  owners  of  these  properties  organized  the  Associated  Gas  and 
Electric  Company  under  the  laws  of  New  York  State.  The  Associated  Companies  were  thus 
among  the  earliest  public  utility  companies  in  the  country  to  adopt  centralized  management.  In 
1926  the  New  England  Gas  and  Electric  Association  was  formed  which,  with  the  Associated  Gas 
and  Electric  Company,  comprises  the  two  principal  units  of  the  Associated  System. 


To  the  Stockholders: 


NORMAL  growth  coupled  with  acquisitions  of  properties  during  1929  doubled  the  number 
of  customers  served  and  more  than  doubled  the  earnings  and  assets  of  the  Associated  Gas 
and  Electric  System.    It  supplies  electricity,  gas,  water  and  other  public  services  to 
1,368,861  customers  in  territories  with  a  population  of  5,300,000.    The  2,300  communities 
served  are  located  in  26  states  in  the  United  States,  the  Maritime  Provinces  of  Canada  and 
the  Philippine  Islands,  as  follows: 


Arizona 

Arkansas 

Connecticut 

Delaware 

Florida 

Illinois 

Indiana 

Kentucky 


Louisiana 

Maine 

Maryland 

Massachusetts 

Missouri 

New  Hampshire 

New  Jersey 

New  Mexico 


New  York 
Ohio 

Oklahoma 
Pennsylvania 
South  Carolina 
South  Dakota 
Tennessee 


Texas 
Vermont 
West  Virginia 

New  Brunswick 
Nova  Scotia 
Prince  Edward  Island 
Philippine  Islands 


Among  the  acquisitions  of  new  properties  during  the  year  was  that  of  W.  S.  Barstow  & 
Co.,  Inc.,  announced  during  February.  The  General  Gas  B  Electric  Corporation  of  this 
group  had  gas,  electric,  water  and  ice  plants  in  New  York,  Pennsylvania,  New  Jersey,  South 
Carolina  and  Florida,  serving  235,942  customers  in  1,020  communities  with  gross  earnings 
during  1928  of  $24,559,568.  It  is  an  interesting  coincidence  that  Mr.  W.  S.  Barstow 
twenty-four  years  ago  participated  in  the  organization  of  the  Associated  Gas  and  Electric  Com- 
pany and  served  as  its  first  president. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


During  May,  announcement  was  made  of  the  addition  to  the  Associated  System  of  the 
Rochester  Central  Power  Corporation.  This  group  had  been  formed  the  year  previously  to 
consolidate  the  properties  of  the  Rochester  Gas  and  Electric  Corporation,  the  Elmira  Water, 
Light  and  Railroad  Company,  the  New  York  Central  Corporation,  the  Mohawk  Valley,  and 
the  Empire  Gas  and  Electric  companies,  all  in  New  York  State.  Including  other  smaller 
utilities,  this  group  brought  to  the  Associated  System  331,265  gas,  electric  and  steam  cus- 
tomers in  200  communities  with  a  population  of  approximately  835,000. 

Furthering  its  policy  of  diversified  interests  in  its  expansion  program,  the  Associated 
System  announced  during  October  the  acquisition  of  the  American  Utilities  Company. 
Acquired  almost  wholly  by  an  exchange  of  securities,  this  company  added  to  the  System 
■  properties  supplying  principally  electricity  and  gas  to  23,094  customers  in  95  communities. 
The  more  important  operating  units  of  this  group  are  in  Missouri,  Kentucky,  Tennessee  and 
Louisiana  with  smaller  properties  in  Arkansas,  Oklahoma,  Texas,  New  Mexico,  Arizona, 
Delaware,  Pennsylvania  and  New  York. 

The  New  England  Gas  Electric  Association  of  the  Associated  System  during  the  past 
year  acquired  the  West  Boston  Gas  Company,  the  Dedham  t3  Hyde  Park  Gas  Company,  and 
the  New  Bedford  Gas  &  Edison  Light  Company.  These  companies,  with  annual  gross 
revenues  aggregating  $5,506,991,  supply  gas  service  to  47,173  customers  and  electric  service 
to  40,947  customers, 

SUMMARY    OF    PROGRESS    IN  1929 

The  more  important  indicators  of  the  progress  made  by  the  Associated  System  in  all  phases 
of  its  business  during  1929  are  summarized  below: 


Total  customers    1,368,861 

Increase  in  customers  during  1929   733,618 

Total  gross  revenue    $91,480,596 

Increase  in  gross  revenue  during  1929   117% 

Total  net  revenue   $45,755,674 

Increase  in  net  revenue  during  1929   139% 

Increase  in  electric  output  during  1929   12.9% 

Increase  in  gas  send-out  during  1929   3.7% 

Kilowatt  hours  sold  per  residential  customer   431 

Increase  in  K.W.H.  per  residential  customer,  1929   12.8% 

Proportion  of  total  operating  revenue  from: 

Electric  service    74.7% 

Gas  service    18.7% 

Miscellaneous  revenue    6.6% 

Appliance  sales  by  New  Business  Department  during  1929   $5,835,880 

Increase  in  appliance  sales  during  1929   53% 

Total  shareholders  and  registered  security  holders   190,139 

Increase  in  shareholders  during  1929   123,876 

Customer-ownership  department  sales  and  exchanges  of  securi- 
ties during  1929    $56,535,000 


Ml 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


GEOGRAPHICAL    DIVERSITY    OF    AREAS  SERVED 

Busy  eastern  and  middle  western  industries;  winter  resort  and  fruit  growing  sections  of 
the  South,  mining,  agricultural  areas  and  populous  New  England  summer  resorts  provide 
diversity  of  geographical  location.  This  diversity  results  from  service  to  2,300  communities 
ranging  in  size  from  hamlets  to  large  cities. 

The  12.9%  average  gain  in  electric  output  as  shown  by  the  chart  below  illustrates  the 
resulting  business  stability  of  such  a  group  as  the  Associated  System.  The  groups  shown 
by  the  bars  of  the  chart  represent  operating  divisions  which  are  kept  separate  for  operating 
convenience  and  comparison. 


♦Scale  above  100 
represents  %  gain 
for  12  months  ended 
December  31,  1929 
over  12  months  ended 
December  31,  1928 


Height  of  bars  from 
0  to  100  represents 
Electric  Output  for 
12  months  ended 
December  31,  1928 


Width  of  bars  in- 
dicates relative 
total  output  of 
Groups  of  Properties 
for  1929  period 
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NUMBER    OF  CUSTOMERS 

The  following  chart  shows  the  number  of  customers  served  by  the  properties  of  the 
Associated  System  at  the  close  of  each  of  the  years  1916  to  1929.  The  customers  of  acquired 
properties  are  first  included  in  the  year  the  property  was  added. 


Growth  in  Number  of  Customers  Served  by 

Properties  While  in  Associated  System 

1916   20,540  1923   54.555 

1917    23,897  1924    130.922 

1918   23,836  1925   335.441 

1919    25.670  1926    444.026 

1920    27,436  1927   602.452 

1921    29.170  1928   635.243 

1922   44,217  1929  1,368,861 


1916  1917  1913  1919  1920  1921  1922  1923  1924    1925  1926  1927  192S  1939 
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EARNINGS 

The  comparative  earnings  statement  of  the  System  for  the  twelve  months  ended  Febru- 
ary 28,  1930  and  1929  (in  the  condensed  form  in  which  it  is  published  each  month)  is  given 
below: 


Increase 


1930 

1929 

Amount 

% 

$98,029,223 

$47,437,778 

$50,591,445 

107 

48,769,564 

26,174.840 

22,594,724 

86 

$49,259,659 

$21,262,938 

$27,996,721 

132 

10,729,012 

4.032,053 

6,696,959 

166 

Balance  „  _   

$38,530,647 

$17,230,885 

$21,299,762 

124 

All  Other  Interest  

16,093,271 

7,388,408 

8.704,863 

118 

Balance  for  Dividends  and  Depreciation  

$22,437,376 

$  9.842,477 

$12,594,899 

128 

Provision  for  Replacements,   Renewals  and  Retirement  of 

Fixed  Capital  (Depreciation)  

4,766,233 

2,885,189 

1,881.044 

65 

$17,671,143 

$  6,957.288 

$10,713,855 

154 

The  following  charts  show  the  sources  of  revenue  and  the  disposition  of  the  average 
monthly  revenue  per  customer: 


Sources  of  Revenue 


Electricity : 
Power 


Other 


Total  Electricity  74.7% 

Gas  I  8.7%^- 
Total  Electricity 

and  Gas  93.4% 

Other  6.6%  -» 

Total  1 00% 


Disposition  of  Average  Monthly  Revenue 
per  Customer 


Expenses 


Dividends  and 

Surplus  1.50- 
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GROWTH    OF  BUSINESS 

The  business  done  by  the  combined  operating  units  of  the  Associated  Gas  and  Electric 
System  has  shown  at  all  times  a  rapid  and  remarkably  constant  growth.  A  statement  showing 
earnings  and  other  statistics  of  all  properties  now  comprising  the  Associated  Gas  and  Electric 
System,  including  the  New  England  Gas  and  Electric  Association  Group,  and  irrespective  of 
the  dates  when  they  were  first  included  as  part  of  the  System,  is  shown  below: 


Dec.  31 

Gross 

Net* 

K.  w.  H. 

Electric 

Gas,  Water,  etc. 

1920   

$  49.410,687 

114,449,787 

1.020,912.328 

342,373 

344.651 

1921   

53.301.038 

17.195,389 

985.365,167 

381.238 

353,871 

1922   

  56.828.970 

20.663,844 

1.143,467,323 

444,233 

369,660 

1923 

  63.638.228 

24.325.142 

1,348.986,857 

513,007 

381.288 

1924 

  67.417.018 

26.733,159 

1.400.942,454 

590,692 

398.527 

1925   

  73.977.348 

31,531.123 

1,579,150,849 

665,366 

416,896 

1926 

81.646.959 

35.652,028 

1.854,708,852 

736,451 

437,490 

1927   

  88.113,621 

40,148.195 

1,921.527,571 

782,887 

454,228 

1928   

  93.624.445 

43,196.594 

2,110,949.196 

845.551 

465,487 

1929   

  103.556.864 

50.282.036 

2,372,274,311 

896,630 

472,231 

a  Before  depreciation. 


The  following  charts  show  graphically  the  growth  in  annual  gross  and  net  earnings  and 
the  number  of  customers  of  properties  in  the  Associated  System,  irrespective  of  the  dates  of 
acqutstion,  from  1920  to  1929,  as  set  forth  in  the  above  tabulation. 


ANNUAL  GROSS  AND  NET  INCOME 


1920  '21  '22  •23  '24  >2S  'H 


NUMBER  OF  CUSTOMERS 


1,200,000 
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CONSTRUCTION    AND    EXTENSION  PROJECTS 

Approximately  $34,000,000  was  spent  for  new  construction  in  1929.  This  amount  pro- 
vided for  various  new  equipment  and  replacements  throughout  the  entire  System.  The  more 
important  construction  projects  were  as  follows: 

New  York 

BlNGHAMTON  LIGHT,  HEAT  W  POWER  COMPANY 

Johnson  City  to  Cortland — 110  K.V.  transmission  line. 

Noyes  Island — 6-2,500  K.V. A.  transformers,  rotary  converter  and  new  substation  equip- 
ment. 

Pa.-N.  Y.  State  Line  to  Binghamton — 110  K.V.  transmission  line. 

Elmira  Water,  Light  a  R.  R.  Company 

Elmira  to  Montour  Falls — 110  K.V.  transmission  line. 
Hillside  substation. 

Empire  Gas  8  Electric  Company 
Geneva — 33  K.V.  substation. 

Throop  to  Venice  to  Scipio — 1 1 0  K.V.  transmission  line. 

Lockport  Light,  Heat  8  Power  Company 
Lockport — 1,500  K.V.A.  substation. 

New  York  Central  Electric  Corporation 

Keuka-Penn  Yan — 33  K.V.  transmission  line  under  construction. 
Montour  Falls  to  Bath — 1 10  K.V.  transmission  line  under  construction. 

New  York  State  Electric  B  Gas  Corporation 

Colliers — substation  addition   (6,000  K.W.  increased  to  12,000  K.W.). 

Ithaca — transmission  project — 110  K.V.  transmission  line  tie-in  to  Ithaca  from  the  Bing- 
hamton to  Cortland  line,  about  14  miles,  with  substations  at  Etna  and  Ithaca,  and 
switching  station  at  Lapeer. 

Deerland  Power  Plant — Diesel  engine  installation — 240  K.W. 

Plattsburg — new  gas  producing  apparatus,  650,000  cu.  ft.  daily  capacity. 

Willsboro  to  Elizabethtown — 18  miles  of  transmission  line,  and  substation. 

Patchogue  Electric  Light  Company 

Patchogue — 3,000  K.W.  turbine  installation. 
Patchogue — office  building  extension. 

Rochester  Gas  6  Electric  Corporation 

Clifton  Springs  to  Canandaigua — gas  mains. 

Rochester — 5.000,000  cu.  ft.  gas  holder,  and  37  Becker  type  coke  ovens. 

Staten  Island  Edison  Corporation 

Arlington — 5,000  K.V. A.  transformer  bank. 
Livingston — 7,500  K.V. A.  transformer  bank. 
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Pennsylvania 

Metropolitan  Edison  Company 

Middletown — 1-12,500  K.V.A.  transformer,  added  to  66  K.V.  substation. 

York  Haven  Power  Plant — 3  water  wheels.    Changed  from  850  K.W.  to  1,400  K.W. 

Northern  Pennsylvania  Power  Company 

Canton  to  Towanda — transmission  line. 
Canton  to  Le  Roy — extension. 

Scranton  to  New  York  State  line — 1 10  K.V.  transmission  line. 

Pennsylvania  Electric  Company 

Union  City — 1 1 0,000  volt  substation — 1  2.000  K.V.A.  under  construction. 

Union  City  to  Warren- — -38  miles  of  1 10  K.V.  transmission  line  under  construction. 

Venango  to  Meadville — 12  miles  of  33  K.V.  transmission  line. 

Warren  substation  addition — 7,500  K.V.A. — 110-33  K.V. 

Seward  substation— 1 5,000  K.V.A.— 66-11  K.V. 

New  Jersey 

New  Jersey  Power  ft  Light  Company 

Holland — 114  K.V.  substation,  30,000  K.W.  on  110  K.V. — 33,000  on  33  K.V. 

Holland — 55,000  K.W.  steam  plant  under  construction. 

Phillipsburg— 30,000  K.W.— 33  K.V.  substation. 

West  Wharton  to  Livingston — 15  miles  of  110  K.V.  transmission  line. 

West  Wharton  to  Boonton — 10  miles  of  33  K.V.  transmission  line. 

Massachusetts 

Worcester  Gas  Light  Company 

Worcester — new  water  gas  plant  increases  daily  capacity  7,000,000  cu.  ft. 
Worcester-Blackstone  Valley  gas  main  extension — 24  miles. 
Worcester — 8"  gas  main  loop. 
Worcester-Clinton  gas  main  extension — 12  miles. 
Holliston-Sherborn  gas  main  extension  under  construction. 

Kentucky 

Kentucky-Tennessee  Light  ft  Power  Company 

Beattyville — transmission  line. 

Guthrie  to  Hopkinsville — transmission  line. 

Mayfield — 650  H.P.  boiler,  3,500  K.W.  turbine,  etc. 

Russellville — substation  and  tap  line. 

Frankfort — 1,500  K.W.  substation. 

Ohio 

Portsmouth  Gas  Company 

Portsmouth — office  building. 

South  Carolina 

Broad  River  Power  Company 

Columbia — 3-2,000  K.V.A.  60  cycle  generators  replaced  3-937  K.V.A.-40  cycle  gen- 
erators. 

Parr  Shoals— third  unit — 30,000  K.W.  turbine,  1,500  H.P.  boiler. 
Saluda  Dam  to  Lexington — 110  K.V.  transmission  line. 

Lexington  Water  Power  Company 

138,000  K.W.  plant  under  construction. 


I  10  ] 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


Florida 

Florida  Public  Service  Company 

Deland  to  Altoona — 26  miles  of  33  K.V.  transmission  line. 

Waverly  to  Piedmont — about  50  miles  of  110  K.V.  transmission  line. 

Philippine  Islands 

Manila  Electric  Company 

Pasay  substation  to  Cavite — 13.2  K.V.  3-pbase  transmission  line. 
Philippine  Natural  Resources  Development  Corporation 

Botocan  Hydro  Development  started  in  September,  1929,  capacity  to  be  17,000  K.W. 


OPERATIONS 

A  condensed  comparative  consolidated  income  statement,  showing  the  operating  results  of 
the  Company  and  subsidiaries  for  the  calendar  years  1929  and  1928,  is  shown  below  with 
figures  including  earnings  and  expenses  only  since  date  of  acquisition  for  properties  added  during 
the  year.  These  figures  do  not  agree  with  the  gross  and  net  earnings  shown  on  pages  4  and  8, 
which  reflect  a  full  year's  operation  of  all  the  properties  in  the  System  at  the  close  of  the  year 
nor  with  page  7  which  gives  earnings  on  a  System  basis  instead  of  for  the  Associated  Gas  and 
Electric  Company  and  subsidiaries  only. 

Year  Ended  December  31.  Increase 
1929  1928  Amount  % 

GROSS  EARNINGS  (including  Other  Income)          $79,540,913.90     $36,291,868.81     $43,249,045.09     1  19.1 

Operating  Expenses,  Maintenance,  all 

TAXES,  ETC   36,299.957.85       18,290.276.40      18,009.681.45  98.4 


$43,240,956.05    $18,001,592.41     $25,239,363.64  140.2 


Fixed  Charges  and  Other  Deductions 
from  income: 

Subsidiary  and  Affiliated  Companies   $10,207,317.37  $  3,389.810.10  $  6,817,507.27  201.1 

Associated  Gas  and  Electric  Company   13,478,617.52  6,095,895.94  7.382,721.58  121.1 


Total  Fixed  Charges  and  Other  De- 
ductions from  Income   $23,685,934.89    $  9,485,706.04    $14,200,228.85  149.7 


Net  Income  Available  for  Renewals, 
Replacements,  and  Retirement  Re- 
serve, Dividends  and  Surplus   $19,555,021.16  $  8.515.886.37  $1  1,039,134.79  129.6 

Dividends  on  preferred  Stock   3,007,106.57  3,512.636.95         505.530.38d  11.3d 


BALANCE    $16,547,914.59  $  5,003,249.42  $3  1,544,665.17  230.9 

Provision  for  Renewals,  Replacements, 
and  Retirements  of  Fixed  Capital 

(Depreciation)    3,371,076.72  1,830,454.5  2  1.540,622.20  84.2 


Balance  available  for  Class  A  and 
Other  Dividends  and  Surplus   $13,176,837.87    $  3,172,794.90    $10,004,042.97  315.2 


d  Decrease. 

The  consolidated  earnings  for  1929,  as  above  stated,  were  equivalent  to  $3.64  per  share 
for  the  priority  dividend  of  $2  per  share  on  the  average  number  of  shares  of  Class  A  Stock 
outstanding  during  the  year. 

Deducting  the  priority  distribution  of  earnings  to  the  Class  A  and  B  Stocks  of  $2  per 
share  and  also  the  maximum  possible  additional  payment  of  50c  per  share  on  the  Class  A  and 
B  Stocks  before  dividends  must  be  declared  on  the  Common  Stock  (a  total  of  $2.50  per  share 
for  the  Class  A  and  B  Stocks) ,  the  balance  available  for  Common  Stock,  allowing  for  parti- 
cipation rights  of  the  other  classes,  would  be  equivalent  to  $2.26  per  share  on  the  average 
number  of  shares  of  Common  Stock  outstanding  during  the  year. 
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NEW    BUSINESS  DEPARTMENT 

The  New  Business  Department  is  actively  engaged  in  developing  increased  use  of  elec- 
tricity and  gas  in  territories  served.  The  principal  activities  of  the  Department  during  1929, 
with  the  estimated  increase  in  annual  revenue  from  sales  of  electricity  and  gas  attributable  to 
each,  are  as  follows: 

Power  and  Industrial  Lighting   $2,882,000 

Merchandising    1,164,000 

Commercial  and  Streer  Lighting                         ....  901.000 

Industrial  and  Commercial  Gas  380.000 


Total    $5,327,000 

The  growth  of  the  merchandising  division  of  the  department  is  shown  by  the  figures 

below: 

1927                         1928  1929 

Gross  sales  of  electric  and  gas  appliances                            $677,825  $2,544,448  $5,835,880 

Estimated  annual  revenue  from  use  of  appliances  sold         $218,218  $    611,152  $1,164,000 

Number  of  appliance  salesmen  at  end  of  period  „             135                       227  650 

Number  of  appliance  stores  m                 52                      94  171 

The  New  Business  Department  in  addition  to  merchandising  appliances  also  maintains 
a  Home  Service  Division.  It  assists  customers  in  making  economical  and  complete  use  of 
household  appliances  by  means  of  home  demonstrations,  lectures,  cooking  schools  and  the 
distribution  of  recipes.  Close  cooperation  exists  with  local  electrical  contractors,  plumbers, 
and  independent  appliance  dealers.  Associated  System  sales  plans  are  made  known  to  such 
dealers  in  order  that  they  may  plan  their  activities  accordingly  and  benefit  from  the  adver- 
tising and  sales  promotion  carried  on.  Merchandising  campaigns  also  are  carried  on  in  the 
territory  served  by  rural  lines  to  increase  the  use  of  electricity  on  the  farm. 

In  recognition  of  the  necessity  for  carrying  on  an  active  program  for  the  installation 
of  adequate  wiring,  close  contact  is  maintained  with  architects  and  builders  so  that  wiring 
in  all  new  buildings  and  homes  will  permit  full  use  of  electric  service. 

Commercial,  Street  and  Industrial  Lighting  Divisions  have  been  created  for  the  purpose 
of  building  up  the  lighting  load.  These  divisions  function  by  making  layouts  of  store, 
window,  office,  sign,  flood  lighting  and  highway  lighting  installations. 

The  Industrial  Power  Sales  Division  was  established  during  the  year  to  assist  in  obtaining 
increased  power  business  from  industrial  plants.  One  contract  completed  during  the  year  with 
a  large  industry  formerly  operating  its  own  power  plants  will  add  an  annual  gross  revenue  to 
the  Associated  System  of  nearly  $1,000,000.  Electrification  of  steam  railroads  also  offers  an 
increasingly  important  source  of  additional  power  business.  A  long  term  contract  was  made  for 
furnishing  power  beginning  in  the  Fall  of  1930,  to  the  Delaware,  Lackawanna  and  Western 
Railroad. 

An  Industrial  and  Commercial  Gas  Sales  Division  was  created  to  develop  further  applica- 
tion of  gas  to  industrial  processes,  to  cooking  in  hotels,  restaurants  and  bakeries  and  to  give 
particular  attention  to  the  development  of  house  heating.  A  school  for  house  heating  salesmen 
was  organized  and  the  first  meeting  held  during  the  year. 
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The  Industrial  Development  Division,  organized  in  1928,  has  a  twofold  function,  that  of 
assisting  expanding  industries  in  the  territories  served  and  of  aiding  new  businesses  to  determine 
the  advantages  of  location  in  Associated  territories.  Research  is  carried  on,  investigations  are 
made  and  assistance  is  offered  to  local  civic  bodies  and  business  enterprises.  During  1929,  new 
industries  brought  a  connected  electric  power  load  of  approximately  15,000  K.W.  to  the 
System.  The  expansion  of  existing  industries  in  the  territories  added  several  times  this  load  to 
the  System. 

PURCHASING  DEPARTMENT 

Purchases  of  all  materials  and  supplies  for  the  use  of  the  Operating,  Engineering  and  Con- 
struction Departments  of  the  Associated  System,  as  well  as  of  all  appliances  sold  by  the 
Merchandising  Division,  are  made  by  a  central  purchasing  department.  Standardization  of 
materials  and  purchasing  in  large  quantities  have  made  possible  large  savings  to  the  Asso- 
ciated System  and  to  the  public  it  serves.  Purchases  made  by  this  department  during  1929 
total  $24,000,000. 

Close  cooperation  is  maintained  between  the  purchasing  department  and  the  merchandising 
division  to  insure  obtaining  for  sale  to  customers  the  most  serviceable  equipment  at  the  lowest 
possible  price.  The  department  endeavors  to  make  all  purchases  of  materials,  supplies  and 
equipment  as  far  as  possible  from  persons  or  corporations  who  are  also  gas  or  electric  cus- 
tomers of  the  Associated  Gas  and  Electric  System. 

RATE  POLICY 

The  management  continued  during  1929,  its  policy  of  providing  inducement  types  of 
rates  which  make  possible  a  more  extensive  use  of  electricity  and  gas  by  residential  and  com- 
mercial customers.  These  rates,  which  in  the  majority  of  cases  are  optional  with  the  customers, 
are  in  effect  throughout  a  large  part  of  the  area  served.  They  will  be  installed  in  other  prop- 
erties as  rapidly  as  practicable. 

Study  of  the  new  inducement  rates  under  actual  operating  conditions  has  made  it  pos- 
sible to  better  adapt  these  rates  to  the  new  properties  where  they  are  being  installed.  It  also  has 
led  to  the  modification  of  established  rates  in  order  to  make  them  more  attractive. 

The  new  type  of  rates  has  been  well  received  by  the  customers.  A  large  percentage 
of  both  electric  and  gas  customers  have  chosen  the  new  rates  under  the  optional  arrange- 
ment in  preference  to  the  existing  rates.  Operating  statistics  show  that  the  new  rates  coupled 
with  the  efforts  of  the  New  Business  Department  have  led  to  a  material  increase  in  the  kilowatt 
hour  consumption  of  many  of  the  properties. 

EMPLOYEES'    STOCK    INVESTMENT    AND    SAVINGS  PLAN 

The  first  subscribers  to  the  1927  Employees'  Investment  Plan  received  their  stock  paid 
in  full  during  the  latter  part  of  1929.  To  encourage  further  investment  and  to  provide  an 
additional  opportunity  for  employees  to  save  out  of  income,  a  1929  Plan  was  announced 
in  July  and  put  into  effect  immediately. 

Employees  were  quick  to  take  advantage  of  this  new  offer  and  many  of  those  eligible 
subscribed  under  its  terms.  Like  the  1927  Plan  the  one  now  in  effect  provides  that  all  em- 
ployees of  the  Company  and  subsidiary  and  affiliated  organizations  may  subscribe  for  Class  A 
Stock  for  which  payment  may  be  made  only  by  deduction  from  the  employee's  compensa- 
tion.   The  maximum  amount  of  stock  for  which  any  employee  is  permitted  to  subscribe  is 
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limited  so  that  not  more  than  10  fo  of  his  compensation  may  be  devoted  to  payments  on 
stock  subscriptions. 

A  significant  indication  of  the  fact  that  the.  Employees'  Investment  Plan  is  fulfilling  one 
of  the  aims  of  the  Associated  management  is  found  in  the  fact  that  practically  all  of  the 
employees  investing  under  the  1927  Plan  have  retained  their  stock  as  an  investment  even 
though  the  payments  under  the  Plan  have  been  completed  and  the  stock  certificates  deliv- 
ered to  them. 

Of  the  eligible  employees  85.3  per  cent  or  10,461  have  subscribed  to  either  the  1927  or 
the  1929  Investment  Plan.  The  total  number  of  shares  subscribed  is  116,107,  the  average 
subscription  being  1 1  shares. 

CUSTOMER    OWNERSHIP  ACTIVITIES 

During  the  eight  years  of  Customer  Ownership  activity,  73,000  customers  served  by 
the  Associated  Gas  and  Electric  System  invested  $70,700,000.  1929  sales  by  the  depart- 
ment totaled  $56,535,000  of  which  $37,775,000  represented  the  sale  of  securities  and  the 
remaining  $18,758,000  exchanges  of  securities.  This  compares  with  security  sales  of  $13,- 
000,000  by  the  Customer  Ownership  Department  during  1928. 

Customer  Ownership  activities  as  shown  by  the  1929  record  not  only  aid  in  raising 
new  funds  but  also  play  a  vital  part  in  the  simplification  of  the  Associated  System's  financial 
structure.  At  the  present  time  one  in  every  nineteen  of  the  1,368,800  customers  of  the 
Associated  System  is  an  investor. 
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DISTRIBUTION    OF  STOCKHOLDERS 

The  wide  distribution  of  holdings  of  Associated  securities  is  graphically  illustrated  by 
the  following  chart: 


That  the  shareholders  of  the  Asso- 
ciated System  are  not  residents  alone 
of  the  financial  sections  of  the  eastern 
states  nor  of  the  territories  served  by 
the  System  is  graphically  illustrated  in 
the  following  map  which  shows  the 
shareholders  by  states  throughout  the 
United  States,  as  well  as  the  number  of 
holders  in  other  countries,  indicating 
a  wide  geographical  distribution.  Many 
hundreds  of  such  holders  also,  of 
course,  keep  their  holdings  in  the  names 
of  domestic  banks  and  bankers. 
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FINANCING 

The  financial  policy  of  the  Company  as  discussed  at  considerable  length  in  the  annual 
report  for  1927  has  been  continued  as  stated  therein.  The  essential  feature  of  the  program  is 
that  financing  is  effected  primarily  through  the  securities  of  the  parent  company  instead  of 
through  securities  of  underlying  operating  companies.  This  policy  has  three  distinct  advantages: 

1.  It  provides  a  wider  diversification  of  business  and  earnings  for  the  securities  of  the 
parent  company. 

2.  By  substituting  parent  company  securities  for  underlying  company  securities  the 
earnings  are  more  directly  applicable  to  the  securities  of  the  parent  company. 

3.  Because  of  the  many  operating  units  geographically  diversified  within  the  large 
system  of  properties,  the  individual  security  issues  are  far  larger  and  consequently 
have  wider  distribution  and  greater  marketability  than  those  of  operating  units 
in  a  restricted  area. 

Early  in  the  year  the  Company's  banking  group  headed  by  Harris,  Forbes  ft  Company 
distributed  $40,000,000  of  its  Convertible  4K%  Gold  Debentures  due  1949.  The  greater 
portion  of  the  proceeds  of  these  Debentures  together  with  more  than  $10,000,000  of  similar 
Debentures  previously  issued  and  various  other  securities  of  the  Company  were  used  to  liqui- 
date the  purchase  of  the  General  Gas  and  Electric  System  which  had  been  taken  over  on 
April  19th,  on  the  basis  of  its  financial  condition  at  December  3 1st. 

Shortly  thereafter,  in  May,  1929,  the  Company  and  affiliated  interests  contracted  to  pur- 
chase the  Rochester  Central  Power  Corporation  and  a  number  of  affiliated  properties  located 
in  the  western  part  of  New  York  State  adjacent  to  properties  already  controlled  in  the  System. 
The  terms  provided  for  payment  of  the  deferred  portion  of  the  purchase  price  in  installments 
over  a  period  of  three  years  with  interest  on  an  ascending  scale  beginning  at  the  rate  of  2% 
per  annum  for  the  first  six  months  and  increasing  at  the  rate  of  1  %  per  annum  for  each  six 
months  period  to  a  maximum  of  5  % . 

The  ownership  of  the  Rochester  Central  Power  Corporation  was  vested  in  the  Associated 
Gas  and  Electric  Company.  The  affiliated  properties  are  being  transferred  to  the  Associated 
Gas  and  Electric  Company,  or  subsidiaries,  as  rapidly  as  legal  details  permit,  except  certain 
traction  companies  in  New  York  State  which  the  vendors  insisted  be  taken  over  as  a  condition 
to  the  sale  of  Rochester  Central  Power  Corporation.  The  situation  with  respect  to  the  trac- 
tion companies  is  described  in  the  following  statement  published  in  a  number  of  the  news- 
papers in  New  York  State: 

"Last  spring  the  Associated  Gas  and  Electric  Company  was  desirous  of  acquiring  the  Rochester 
Central  Power  Corporation,  which  controlled  gas  and  electric  properties  in  the  western  part  of  New 
York  State  adjoining  those  of  the  Associated  Gas  and  Electric  System.  Those  in  control  of  the  Roches- 
ter Central  Power  Corporation,  however,  made  it  a  condition  of  the  sale  of  their  interests  in  that  cor- 
poration, that  they  be  relieved  of  their  holdings  in  New  York  State  Railways,  United  Traction  Com- 
pany and  Schenectady  Railway  Company, 

"The  Associated  Gas  and  Electric  Company  could  not  legally,  under  the  Public  Service  Commis- 
sion Law,  acquire  these  street  railway  holdings,  nor  did  it  want  them  if  they  could  be  legally  acquired, 
because  it  believed  them  to  be  insolvent,  with  early  maturing  bond  issues  which  made  receiverships 
likely. 

"It  being  impossible,  however,  to  secure  the  gas  and  electric  properties  without  some  arrangement 
with  respect  to  the  street  railway  properties,  individuals  connected  with  the  Associated  Gas  and  Electric 
Company  volunteered  to  take  over  the  stocks  of  the  street  railway  companies.  In  doing  this  they  acted 
for  the  account  of  the  Railway  and  Bus  Associates,  a  common  law  trust.  They  were  advised  by  counsel 
that  this  arrangement  in  no  way  contravened  the  Public  Service  Commission  Law,  as  it  did  not 
involve  the  acquisition  of  stocks  of  street  railway  companies  by  any  stock  corporation, 
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"After  a  further  examination  of  the  affairs  of  the  street  railway  companies  and  a  thorough  study 
of  their  prospects  it  became  apparent  to  the  new  interests  that  receiverships  of  the  New  York  State  Rail- 
ways and  United  Traction  Company  were  practically  inevitable  and  that  the  only  proper  thing  to  do  was 
to  advise  their  security  holders  promptly  of  the  situation  with  fairness  and  candor.  In  doing  so,  how- 
ever, the  new  interests  probably  incurred  considerable  hostility  from  security  holders  who  had  not  kept 
in  touch  with  the  real  facts  or  refused  to  believe  them." 

Both  the  General  Gas  £J  Electric  System  and  the  Rochester  Central  Power  Corporation 
System  had  large  amounts  of  underlying  securities  In  the  hands  of  the  public.  The  manage- 
ment of  the  Company  believed  it  desirable,  in  order  to  carry  out  the  fundamental  policy  of 
financing  principally  through  parent  company  securities,  to  acquire  substantial  amounts  of 
such  underlying  securities  and  to  this  end  made  exchange  offers  to  all  of  the  record  holders  of 
such  underlying  securities.  Coincident  with  this,  the  Company  offered  stockholders  and  holders 
of  Registered  Convertible  Securities  in  the  System,  Rights  to  subscribe  to  Class  A  Stock,  accept- 
ing in  payment  not  alone  cash,  but  securities  of  companies  in  the  System  at  certain  specified  prices. 
Under  this  offering  there  were  issued  upwards  of  1,200,000  shares  of  Class  A  Stock,  the  proceeds 
of  which  were  used  for  the  initial  payment  of  the  Rochester  Central  purchase,  for  the  acquisition 
of  underlying  securities  in  the  Rochester  Central  and  General  G3S  ft  Electric  System  groups, 
and  for  construction  work.  During  this  period  the  customer  ownership  department  in  addi- 
tion to  selling  the  6  %  Convertible  Debentures  of  the  Company  aided  in  the  exchange  of  under- 
lying securities  of  the  recently  acquired  groups  for  securities  of  the  Company. 
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Comparison  of  total  assets  with  funded  debt,  and  mortgage  and  secured  debt 


Total 

Mortgage  and 

Total 

Year 

Secured  Debt 

Funded  Debt 

1910 

$  2,960,094 

$  1,670,000 

$  1,921,000 

1911.  

2,958,281 

1,670,000 

1,921,000 

1912........ 

3,700,284 

2,056,500 

2,307,500 

1913  

5,411,054 

2,926,500 

2,926.500 

1914  

4,978,550 

2,668,500 

2,668,500 

1915  

4,891,149 

2,680,500 

2,680,500 

1916....... 

5,572,770 

3,431,500 

3,431,500 

1917  

5,727,772 

3,533,400 

3,523,400 

1918  ..  .. 

5,805,169 

3,527,100 

3,527,100 

1919 

5,963,771 

3,522,600 

3,522,600 

1920  

6,138,245 

3,658,800 

3,658,800 

1921  

6,500,706 

3,619,000 

3,619,000 

1922....... 

13,577,517 

6,702,600 

6,702,600 

1923 

16,884,669 

6,329,690 
20,452,900 

6,329,690 

1924  

62,257,097 

20,452,900 

1925 

209,601,178 

85,034,850 

111,554,007 

1926  ....... 

258,962,166 

53,297,200 

134,704,100 

1927.. 

356,300,026 

38,045.150 

185,369,150 

1928 

364,359.126 

26,505,850 

167,856,800 

1929 

1,000,428,025 

215,104,700 

491,192,800 

BfflEHBflfl 


LEGEND 

TOTAL  ASSETS   

FUNDED  DEBT   

MORTGAGE  AND  

SECURED  DEBT 

Millions  of  Dollars 
of  Assets 


900 
800 

-  700 

-  600 
500 


1910  11   12  13  14  15  16  17  IS  19  20  21  22  23 


1924  25.25  27  23  29 
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During  the  latter  months  of  the  year  the  Company  created  an  issue  of  $8  Interest  Bear- 
ing Allotment  Certificates  which  were  offered  to  stockholders  and  holders  of  Registered  Con- 
vertible Securities  on  Rights.  Subsequent  to  the  announcement  of  this  offering  there  was  a 
drastic  decline  in  the  market  value  of  securities  during  the  months  of  October  and  November. 
In  spite  of  the  attitude  of  investors  generally,  a  considerable  amount  of  the  $8  Interest  Bearing 
Allotment  Certificates  was  subscribed.  Early  this  year  the  Company's  bankers,  headed  by 
Harris,  Forbes  K  Company,  sold  $40,000,000  of  5%  Gold  Debenture  Bonds  due  1950. 
The  proceeds  of  these  bonds,  together  with  the  proceeds  of  the  Allotment  Certificates,  were 
used  almost  wholly  for  the  payment  of  bank  loans  which  had  been  incurred  for  various  cor- 
porate purposes  of  the  Company,  so  that  on  the  date  of  this  report  the  Company  is  in  a  very 
satisfactory  financial  condition. 

HOLDING    COMPANY  REGULATION 

In  view  of  the  present  interest  in  the  development  of  the  holding  company,  the  following 
analysis  is  presented: 

There  are  two  great  problems  confronting  all  public  utility  companies  serving  medium 
sized  cities,  suburban  communities,  rural  and  semi-rural  regions. 

1.  To  raise  sufficient  capital  to  provide  the  facilities  necessary  to  serve  such  terri- 
tory, and 

2.  To  get  enough  business  so  that  the  rates  which  the  customers  can  afford  to 
pay  will  produce  earnings  sufficient  to  justify  raising  the  capital. 

In  the  solution  of  these  problems,  holding  companies  and  their  affiliated  organizations 
have  been  a  vitally  necessary  factor.  They  have  been  able  to  raise  capital  to  finance  operating 
companies  to  serve  territories  where  ten  years  ago  the  prophecy  of  electric  and  gas  service  was 
unthought  of. 

The  stronger  operating  companies  which  might  have  extended  their  service  to  outlying 
territories  hesitated  to  do  so  because  of  the  many  restrictions  and  the  necessity  for  the  assent 
of  a  public  regulatory  body.  As  a  result,  the  problem  of  serving  areas  outside  of  populous 
centers  was  left  to  be  done  as  best  it  could  by  others  who  frequently  had  great  difficulty  in 
raising  the  necessary  capital.  Aside  from  the  greater  risk  involved  to  investors  in  such  smaller 
enterprises,  the  difficulty  of  raising  capital  was  greatly  enhanced  by  the  restrictions  placed 
on  operating  companies  by  regulatory  commissions.  Holding  companies,  through  their  free- 
dom from  such  regulation,  have  been  able  to  secure  the  necessary  capital,  and  it  is  doubtful 
whether  without  this  form  of  organization,  the  public  utility  industry  could  have  developed 
to  its  present  extent. 

HOLDING   COMPANY  CRITICISM 

A  good  deal  of  undeserved  criticism  has  been  levelled  at  holding  companies.  Some  of 
it  is  really  criticism  of  management  policies  rather  than  of  the  holding  company  as  such. 
Some  of  it,  too,  because  the  holding  company  is  a  comparatively  new  financial  instrument,  is 
criticism  by  the  ultra  conservative  who  always  distrusts  anything  with  which  he  is  not 
familiar.  The  chief  criticism  of  the  holding  company  is  that  it  permits  concentration  of 
control  without  any  corresponding  investment.  The  men  who  are  responsible  for  the  dis- 
position of  the  large  amounts  of  capital  that  holding  companies  backed  by  the  steadily  increas- 
ing earnings  of  light  and  power  properties  have  been  able  to  accumulate,  are  not,  so  it  is 
charged,  necessarily  or  even  usually,  men  who  have  themselves  any  substantial  investment 
at  stake.  Moreover,  through  the  issue  of  preferred  shares  without  voting  rights  and  the 
increasing  use  of  non-voting  common  shares,  the  actual  control  of  the  entire  system  lies  fre- 
quently in  a  comparatively  small  amount  of  closely  held  voting  stock. 

This  criticism,  while  based  on  undeniable  fact,  is  chiefly  academic.  It  comes  from  those 
who  believe  that  democratic  rule,  the  majority  opinion  of  a  large  number  of  voters,  is  the 
only  defense  against  abuses  in  corporate  enterprises  as  well  as  in  government.  This  theory 
has  yet  to  be  demonstrated.    Leaders  in  government  and  industry  will  make  mistakes  and 
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will  sometimes  for  their  own  selfish  ends  drag  their  followers  into  trouble.  But  the  ordinary 
safeguards  of  public  opinion  and  the  laws  are  very  much  more  effective  against  abuses  by 
holding  company  managements  than  would  be  a  diffusion  of  voting  control  among  a  large 
number  of  comparatively  small  investors. 

THE    ADVANTAGE    OF    THE    HOLDING  COMPANY 

The  electric  light  and  power  industry  is  unique  in  that  the  human  element  is  small 
in  proportion  to  the  huge  capital  invested.  Approximately  90%  of  the  total  capital 
invested  is  in  fixed  assets.  Where  an  industrial  or  commercial  company  may  turn  over  its 
entire  capital  four  or  five  times  in  the  course  of  a  year,  an  electric  light  and  power  company 
may  turn  over  its  capital  perhaps  only  once  in  five  years.  Because  of  this,  and  because  of 
the  rapid  growth  of  the  industry,  financing  expansion  out  of  earnings  has  been  impossible. 

Fundamentally  the  holding  company  is  an  agency  for  pooling  resources  of  a  number  of 
more  or  less  scattered  enterprises  in  such  a  way  as  to  attract  new  capital  on  the  most  advan- 
tageous terms  and  to  make  it  available  wherever  it  is  most  needed.  It  is  a  special  application 
of  the  broad  principle  of  diversification  of  risk,  which  in  other  forms  and  fields  is  the  basis 
for  such  far-reaching  and  gigantic  financial  activities  as  those  of  insurance  companies,  invest- 
ment trusts,  and  even,  one  might  truthfully  say,  the  Federal  Reserve  System  itself. 

It  is  probable  that  today  more  than  three-fourths  of  the  light  and  power  companies 
in  the  country  arc  controlled  or  financed  through  some  form  of  holding  company.  In  its 
ideal  form,  the  holding  company  represents  complete  ownership  by  the  parent  company  of 
all  permanent  equities  and  obligations  of  its  subsidiaries,  the  parent  company  undertaking  to 
apply  all  the  income  it  derives  from  the  subsidiaries  to  its  own  stocks  and  bonds,  and  to 
distribute  the  capital  received  from  investors  wherever  it  will  be  most  productive.  Such  an 
ideal  is,  of  course,  never  completely  realized,  but  some  holding  companies  approximate  it 
rather  closely. 

The  earlier  forms  of  holding  companies  were  not  consciously  striving  for  such  an  ideal. 
It  was  long  considered  good  practice,  and  there  can  still  be  found  many  who  argue  for  it, 
to  confine  holding  company  issues  to  equity  financing,  and  to  base  all  loans  on  the  properties 
and  revenues  of  individual  operating  companies  only.  But  the  necessity  of  seeking  ever  wider 
markets  to  obtain  the  capital  required  for  development,  and  the  difficulty  of  creating  such  mar- 
kets for  securities  of  a  property  only  locally  known,  gradually  brought  it  about  that  more  and 
more  financing,  both  loan  and  share,  could  be  done  advantageously  through  the  issues  of  a 
big,  nationally  known  organization  whose  securities  in  turn  were  supported  by  the  earnings 
of  a  number  of  smaller  and  comparatively  little  known  operating  companies. 

PROPOSED  HOLDING  COMPANY  REGULATION  OF  DOUBTFUL  VALUE 

The  principal  difficulty  with  the  regulation  of  public  utilities  at  the  present  time,  is 
the  necessary  complexity  of  the  business.  The  public  wants  the  best  service  that  it  can 
possibly  get  at  the  most  reasonable  cost.  To  insure  this,  it  is  necessary  that  regulation  be 
simple.  It  is  desirable  that  regulatory  commissions  make  periodical  examinations  of  the 
accounts  and  records  of  operating  companies  similar  to  those  made  for  banks  and  insurance 
companies.  This  is  advisable  in  the  interests  of  accuracy  and  standardization  of  account- 
ing. Unless  it  is  done,  long,  expensive  investigations  are  necessary  to  prove  that  the  accounts 
are  correct  in  proceedings  where  the  books  are  a  factor. 

The  proposition  that  the  staff  and  expense  of  the  regulatory  Commissions  in  the  various 
states  shall  be  increased  in  order  to  have  jurisdiction  over  holding  companies,  will  merely  serve 
to  increase  the  cost  of  doing  business  and  accomplish  nothing  of  benefit  to  the  customer.  At 
the  present  time,  such  accounting  forces  as  those  of  the  New  York  State  Public  Service  Com- 
mission are  largely  engaged  in  investigations  having  to  do  with  the  regulation  of  capitalization, 
mergers,  consolidations,  transfers  of  properties  and  other  similar  matters,  none  of  which 
have  the  slightest  bearing  on  rates  to  the  consumer,  and  in  most  cases,  no  bearing  whatever 
on  the  improvement  of  the  services  or  facilities. 
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One  hundred  per  cent  efficient  regulation  of  holding  company  and  affiliated  enterprises 
by  either  the  State  or  the  Federal  government  would  practically  stop  the  growth  of  many 
useful  and  energetic  enterprises.  On  the  other  hand,  regulation  that  was  not  complete  or 
efficient  would  have  the  effect  of  accomplishing  no  good  and  would  merely  add  a  few  more 
laws  to  the  statute  books,  increase  taxes,  and  at  the  same  time  increase  the  expense  of  doing 
business  by  the  regulated  enterprises. 

The  utilities  must  compete  with  all  industry  for  necessary  capital.  Anything  which 
the  State  or  Federal  governments  do  to  hamper  the  utilities  by  undue  investigation  and  unnec- 
essary regulation  or  to  aid  other  businesses  by  favorable  action  under  law  or  by  freedom 
from  investigation,  makes  for  inequality  of  operation.  Regulation  should  be  confined  within 
the  narrowest  possible  limits  which  will  prevent  fraud,  suppress  extortion,  and  permit  regu- 
lar development  along  sound  economic  lines. 

In  our  present  economic  system  the  holding  company  has  developed  for  itself  a  very 
definite  and  important  function  which  it  performs  better  than  any  other  financial  agency 
that  attempts  to  accomplish  the  same  purpose.  If  the  governmental  bodies,  State  and  Federal, 
whose  duty  it  is  to  see  that  public  utilities  give  good  service  at  reasonable  rates  will  be  guided 
in  the  performance  of  that  duty  by  sound  economic  principles  and  a  broad  constructive  spirit, 
there  is  every  reason  to  hope  in  the  next  few  years  for  a  development  of  the  light  and  power 
industry  far  transcending  the  wonderful  growth  it  has  already  enjoyed. 

LEGISLATIVE  INVESTIGATIONS 

From  time  to  time,  it  appears  to  be  the  fashion  in  politics  to  select  some  important 
industry  as  the  target  for  legislative  investigations,  and  the  electric  industry  is  the  present  choice 
of  those  who  must  have  their  investigations.  The  Federal  Trade  Commission,  the  Federal 
Power  Commission,  the  New  York  Commission  for  Investigation  of  Public  Service  Commis- 
sion laws,  and  the  Massachusetts  Legislative  Investigating  Commission,  in  addition  to  some 
of  the  regularly  constituted  Public  Service  Commissions,  have  taken  up  a  substantial  portion 
of  the  time  of  the  executives  of  your  company  and  the  officers  and  employees  of  the  operating 
companies  in  the  system  during  the  past  year. 

In  common  with  other  public  utility  companies  throughout  the  country,  Federal  Agents 
and  State  Investigators  have  spent  months  making  examinations  of  our  books.  We  have  been 
required  to  answer  numerous  questionnaires  seeking  information  on  every  phase  and  detail, 
material  or  immaterial,  of  utility  management  and  operation  and  requiring  upon  very  short 
notice  the  presentation  of  facts  and  figures  which  would  require  weeks  or  months  intelligently 
to  compile.  Our  officers  and  employees  have  been  interviewed  both  privately  and  on  the  witness 
stand.  Contracts  and  papers  in  which  the  public  could  have  no  conceivable  interest,  but  the 
publication  of  which  might  be  of  interest  to  our  competitors,  have  been  demanded  and  any 
unwillingness  on  the  part  of  the  management  to  produce  them  has  at  times  been  met  with 
suspicion  and  the  unwarranted  assumption  that  the  company  had  something  to  conceal. 

However,  throughout  this  era  of  investigation  the  directors  and  officers  have  endeavored  to 
maintain  an  even  keel  and,  confident  that  the  electric  industry  was  basically  sound  and  that 
your  company  was  being  operated  on  correct  principles,  have  endeavored  wherever  possible  to 
cooperate  with  those  having  such  investigations  in  charge,  even  though  literally  months  of  the 
valuable  time  of  the  officers  and  employees  have  been  consumed  in  the  process. 

The  great  expense  to  the  companies  and  the  greater  expense  to  the  public  involved  in 
investigations  of  this  character  are  matters  of  no  small  moment.  That  the  results  accomplished 
will  justify  the  expenditures  made  may  well  be  doubted.  Economic  considerations  have  accom- 
plished and  will  in  the  future  accomplish  more  than  hostile  legislation.  It  is  not  generally 
realized  that  the  electric  industry  is  a  highly  competitive  one.  Lower  rates  are  made  possible 
by  increased  consumption,  and  such  increase  can  only  be  obtained  by  offering  rates  which  will 
attract  industrial  concerns  and  individual  consumers  to  the  additional  uses  of  electricity. 

The  competition  is  not  only  with  other  sources  of  light  and  power,  but  with  other  com- 
munities.   This  natural  condition  is  a  check  against  unreasonable  rates  and  unfair  practices. 
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Aside  from  the  protection  thus  naturally  afforded  the  public,  existing  commissions  possess 
ample  jurisdiction  over  the  operating  companies  and  the  further  extension  of  governmental 
authority  could  have  only  a  harmful  effect. 

Efficient  management  and  increased  effort  have  prevented  such  detrimental  effect  on  the 
business  of  your  company  from  this  interference  with  the  routine  of  its  business  as  resulted 
not  so  long  since  when  the  railroads  were  the  objects  of  governmental  solicitude.  The  officers 
of  your  company  cannot  but  feel  that  governmental  activity  directed  in  other  channels  toward 
constructive  rather  than  destructive  legislation  would  be  productive  of  more  beneficial  results. 
The  electric  industry  is  conducted  on  at  least  as  high  a  plane  as  the  other  great  public  indus- 
tries, and  while  the  nature  of  the  business  necessarily  and  properly  subjects  it  to  a  certain 
amount  of  investigation  and  regulation,  there  must  be  a  limit  to  the  paternalistic  activities  of 
the  government  or  a  power  intended  for  the  public  good  may  be  abused  by  demagogs  to  such 
an  extent  as  to  impede  the  progress  of  a  great  and  vital  public  servant.  This  is  a  matter  which 
deserves  the  serious  consideration  of  stockholders. 

The  investigation  by  the  Federal  Trade  Commission,  whose  jurisdiction  is  based  on  the 
interstate  transmission  of  electricity,  has  been  aimed  almost  exclusively  at  holding  companies 
and  their  relation  to  the  operating  companies.  The  same  is  true  to  a  great  extent  of  the  New 
York  and  Massachusetts  legislative  investigating  commissions.  The  reports  of  the  latter  com- 
missions to  their  respective  legislatures  contain  recommendations  for  legislation  extending  con- 
siderably the  jurisdiction  of  the  public  service  commissions  over  holding  companies.  This 
extension  of  jurisdiction  is  based  on  the  theory  that  the  capitalization  and  conduct  of  the 
business  of  a  holding  company  has  a  direct  influence  on  the  rates  charged  consumers,  a  theory 
which  is  absolutely  without  any  basis.  The  rates  of  the  operating  companies  must,  under  the 
decisions  of  the  United  States  Supreme  Court,  be  based  on  the  value  of  the  property  of  the 
operating  company,  and  the  theory  advanced  to  sustain  holding  company  regulation  is  a  mere 
pretext  to  justify  governmental  interference  with  private  business. 


FINANCIAL    AND    COMPARATIVE    FINANCIAL  STATEMENTS 

The  books  of  account  of  the  Company  (as  has  been  customary  for  many  years  heretofore) 
are  being  audited  by  Messrs.  Haskins  &  Sells,  Certified  Public  Accountants. 

As  is  customary,  on  the  page  immediately  following  the  text  of  this  report  there  will  be 
found  comparative  consolidated  income  accounts  for  the  five  years  1925  to  1929,  inclusive. 

Immediately  following  are  set  forth  the  condensed  consolidated  income  account  of  the 
Company  and  its  subsidiary  and  affiliated  companies  for  the  year  ended  December  31,  1929, 
showing  the  earnings  for  the  year,  and  a  condensed  consolidated  balance  sheet  at  Decem- 
ber 31,  1929,  which  reflects  the  financial  condition  at  that  date. 

Also  appended  will  be  found  comparative  consolidated  balance  sheets  for  each  year  of  this 
period. 

For  the  information  of  those  who  are  interested  in  a  corporate  statement  of  the  Associated 
Gas  and  Electric  Company,  there  are  also  included,  for  like  periods.  Associated  Gas  and  Elec- 
tric Company  Comparative  Income  Accounts  and  Balance  Sheets. 

All  of  these  statements  reflect  the  rapid  and  satisfactory  growth  of  the  Company  and  its 
business. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  MANGE, 

President. 


March  31,  1930. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT  OF  COMPANY  AND  SUBSIDIARY 
AND  AFFILIATED  COMPANIES  ONLY  SINCE  DATES  OF  ACQUISITION 


Calendar  Years 


Gross  Earnings: 

1925 

1926 

1927 

1928 

1929 

Electric   

S14.358.261.14 

$21,504,148.71 

$23,302,139.58 

$24,531,431.00 

$54.878, 6S0.51 

Gas 

Water,  Transportation,  Heat  and 

1,209.817.34 
3,108,809.30 

2.188.593.13 
4,370,284.09 

4,147,801.08 
3,873,346.21 

4.490.146.54 
3.335.535.77 

9,636.030.66 
4.388,542.46 

TOTAL   

Operating  Expenses,  Mainte- 
nance AND  TAXES  

$18,676,887.78 
11.080,384.03 

$28,063,025.93 
15.521.978.16 

$31,323,286.87 
18,264,654.74 

$32,357,113.31 
18,290,276.40 

$68,903,253.63 
36,299.957.85 

Net  Earnings  

$ 

7.596,503.75 

$12,541,047.77 

$13,058,632.13 

$14,066,836.91 

$32,603,295.78 

Other  Income   

774,259.09 

1,220.262.03 

3.973.454.32 

3.934.755.50 

10,637,660.27 

Gross  Income  

Less  Fixed  Charges  and  Oth- 
er Deductions  of  Subsidiary 
and  Affiliated  Companies- 

t 

8,370.762.84 
3.101.883.03 

$13,761,309.80 
5,615,965.27 

$17,032,086.45 
5,650.613.48 

$18,001,592.41 
3,389.810.10 

$43,240,956.05 
10.207,317.37 

Balance   

$ 

5.268.879.81 

$  8.145.344.53 

$11,381,472.97 

$14,611,782.31 

$33,033,638.68 

Fixed   Charges   and  Other 
Deductions  of  Associated 
Gas  and  Electric  Company: 

Interest  on  Funded  Debt  

t 

971,924.71 

$  1.904.988.85 

$  2,893.426.54 

$  4,978,479.74 

$10,040,103.06 

Interest  on  Floating  Debt  

505.322.27 

All  cn 

3 iU.OO  z.y  i 

1.1 I / ,4 1 0.2U 

3,438.514.46 

Total  Fixed  Charges  of  As- 
sociated Gas  and  Electric 
Company   

$ 

1,477.246.98 

$  2.318.506.80 

$  3.424,089.47 

$  6,095.895.94 

$13,478,617.52 

Net  Income  Available  for 
Renewals    and  Replace- 
ment Reserves.  Dividends 
and  Surplus   

$ 

3,791.632.83 

$  5.826.837.73 

$  7.957,383.50 

$  8,515,886.37 

$19,555,021.16 

Dividends  on  Preferred  Stock 

828.673.77 

1.662.153.57 

3.453.507.02 

3,512,636.95 

3.007,106.57 

Balance   

Less:  Reserved  for  Renewals 
and  Replacements   

t 

2.962.959.06 
1.036.1  12.55 

$  4.164.684.16 
1.627.193.10 

$  4,503.876.48 
1,698,731.00 

$  5.003,249.42 
1,830,454.52 

$16,547,914.59 
3.371.076.72 

Balance  for  Further  Divi- 
dends and  Surplus  

Deduct — Class    a  Priority 
Dividend  $2.00  per  Share 

$ 

1.926,846.51 
456.496.19 

$  2,537.491.06 
607.760.13 

$  2.805.145.48 
975.714.08 

$  3.172.794.90 
1,473.118.93 

$13,176,837.87 
7.224.029.05 

Remainder   of    Income  for 
Other  Dividends  and  Sur- 
plus   

s 

1,470,350.32 

$  1.929,730.93 

$  1.829.431.40 

$  1.699.675.97 

$  5,952,808.82 

The  above  does  not  include  any  profits  from  sales  of  securities  or  other  non-recurring  income. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


CONDENSED  CONSOLIDATED  STATEMENT  OF  CAPITAL  RECEIPTS  AND  CAPITAL  DISBURSEMENTS 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 
December  31,  1928  to  December  31,  1929 

capital  receipts 

Cash  Balance  at  December  3 1 .  1928   $  7,013,643.71 

Balance  of  Undistributed  Earnings — Transferred  to  Surplus   5,952,808.82 

Increase  in  Optional  and  Other  Reserves   14,266,993.89 

Capital  Issues  Including  Conversions  and  Exchanges: 
Capital  Stock  of  Company: 

Common    389.856  Shares  $  13.302,163.40 

Class  A    4,575.967  Shares  176.068,266.59 

Class  B   _   200.000  Shares  7,000,000.00 

Preferred  Stock    27.735  Shares       2,773,458.09  $199,143,888.08 


Obligations  Convertible  into  Stock: 

6%  Convertible  Debentures — Series  A  and  B  of  1929   $  74,650,668.50 

$8  Interest  Bearing  Allotment  Certificates   3,190,240.00  77,840,908.50 


Funded  Debt  of  Company: 

5V2%  Investment  Certificates   $  10,903,975.00 

5%  Consolidated  Refunding  Gold  Debentures  due  1968   17,01  1.605.00 

4H%  Convertible  Gold  Debentures  due  1958   9.991,810.00 

4]/2%  Convertible  Gold  Debentures  due  1949   54.760.800.00 

Serial  and  Long  Term  Obligations  re  Purchase  of  Properties   52,499,448.75  145.167,638.75 


Capital  Stocks  of  Subsidiaries: 

Minority  Common  Stocks  on  Properties  Acquired  in  1929   $  11,995,587.36 

Preferred  Stocks  on  Properties  Acquired  in  1929   79,222,509.00  91,218,096.36 


Funded  Debt  of  Subsidiaries: 

Funded  Debt  on  Properties  Acquired  in  1929   122,154,077.84  635,524,609.53 


Unfunded  Debt  : 

Notes  Payable  „  „  _  „   10,534,220.11 

Contractual  Obligations    975,831.19 

Decrease  of  Current  Assets  Over  Current  Liabilities   8,185,901.87 


Total  Capital  Receipts   $682,454,009.12 

capital  disbursements 

Increase  in  Plant,  Property,  Franchises,  Cost  of  Acquiring  Capital,  etc   $392,849,216.54 

Increase  in  Investments  in  and  Advances  to  Affiliated  Companies   176,969,819.51 

Capital  securities  Retired  through  Redemption,  Conversion,  Purchase,  or  Exchange: 
Company  : 

Preferred  Stocks: 

Original  Series    53.212  Shares  at  $  50  $  2.660,600.00 

$6  50  Dividend    9 1 ,527  Shares  at     100  9.152.700.00 

S6.00  Dividend    55,554  Shares  at     100       5.555.400.00   $  17.368.700.00 


Obligations  Convertible  into  Stock   1,591,097.90 

Funded  Debt   37,392,758.00  56,352,555.90 


Subsidiaries: 

Common  Stock  „  _   $  11,077,261.05 

Preferred  Stocks   ..   27,216,335.00 

Funded  Debt   4.400,139.30  42,693,735.35 


Dividends  and  Miscellaneous  Items  Charged  Against  Surplus  (Net)   1,890.279.13 

Total  Capital  Disbursements    $670,755,606.43 

Cash  balance  at  December  31,  1929   11,698,402.69 

TOTAL    $682,454,009.12 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


CONDENSED  CONSOLIDATED  INCOME  ACCOUNT  OF 
ASSOCIATED   GAS   AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 
For  the  year  ended  December  31,  1929 

Income  for  Companies  acquired  during  the  year  is  included  only 
from  approximate  dates  of  acquisition  to  December  31,  1929 

Operating  Revenue: 

Electric    $54,878,680.51 

Gas   _   9,636,030.66 

Water.  Transportation,  Heat  and  Miscellaneous    4,388,542.46 


TOTAL    $68,903,253.63 

Operating   Expenses,    Maintenance   and  Taxes 

(including  Companies'  Accruals,  for  1929  Federal  Income 

Taxes)    36,299,957.85 


Operating  Income   $32,603,295.78 

Other  Income    10,637,660.27 


Gross  Income   „.  $43,240,956.05 

LESS — Fixed  Charges  and  Other  Deductions: 
Subsidiary  and  Affiliated  Companies: 

Interest  on  Funded  and  Unfunded  Debt   (less  Interest 

During  Construction)    $  7,313,106.21 

Preferred  Stock  Dividends   2,827,672.57 

Deduction  by  Company  for  Income  applicable  to 
Common  Stocks  of  Subsidiary  and  Affiliated  Com- 
panies held  by  the  Public   66,538.59  10,207,317.37 


Balance   „  $33,033,638.68 

Associated  Gas  and  Electric  Company: 

Interest  on  Funded  and  Unfunded  Debt   13,478,617.52 


Balance    $19,555,021.16 

Preferred  Stock  Dividends   3,007,106.57 


$16,547,914.59 


Provision  for  Renewals,  Replacements  and  Re- 
tirements   (Depreciation)    3,371,076.72 


Balance  _   $13,176,837.87 

DEDUCT — Class  "A"  Priority  Dividends  $2.00  per  share   7,224,029.05 

Remainder  of  Income  for  Other  Dividends  and 

Surplus  _   $  5,952,808.82 


The  above  does  not  include  any  profits  from  sales  of  securities  or  other  non-recurring  income. 

No  charge  for  amortisation  of  bond  discount,  premiums,  and  expenses  has  been  included  in  the  above  statement.  Practically  all 
such  discounts,  premiums  and  expenses  were  written  off  against  capital  surplus.  The  amount  of  amortization  that  would  ordinarily 
have  been  charged  against  income  for  the  year  1929  has  been  charged  against  corporate  surplus,  and  the  part  thereof  applicable  to 
bonds  issued  in  prior  years  has  been  credited  to  capital  surplus. 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


STATEMENT  OF  CONSOLIDATED  CORPORATE  SURPLUS  OF 

ASSOCIATED   GAS  AND   ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 

For  the  Year  Ended  December  31,  1929 

Balance — December  31.  1928   $5,893,732.84 

Balance  of  Income  After  Priority  Dividends  on 

Class  A  Stock.  Year  Ended  December  31,  1929   5,952,808.82 


Deductions  : 

Priority  Dividends  on  Class  B  Stock   $  666.666.67 

Participating  Dividends  on  Class  A  Stock  paid  Febru- 
ary 1.  1930    2,327,275.20 

Participating  Dividends  on  Class  B  Stock  paid  Febru- 
ary 1,  1930    200,000.00 

Amortization  of  Debt  Discount  and  Expense   1,572.205.63 

Additional   Provision   for  Renewals,   Replacements  and 

Retirements  (Depreciation)    1,264.943.73 

Other  Charges — Net   „   762.244.98 


$1  1.846,541.66 


  6.793.336.21 

Consolidated  Corporate  Surplus  at  December  31.  1929   $  5.053,205.45 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


CONDENSED  CONSOLIDATED  BALANCE  SHEET  OF 
ASSOCIATED  GAS   AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 

December  31,  1929 
Assets  Side 

Plant,  Property,  Franchises  and  Cost  of  Acquiring  Capital   $634,940,391.96 

INVESTMENTS  (Principally  Investments  in  and  Advances  (Net)  to  Subsidiary  and 

Affiliated  Companies  not  included  in  the  Consolidation)   228,386,863.82 


Current  Assets  •/ 

Cash    $11,119,210.21 

Special  Deposits    579,192.48  $11,698,402.69 


Notes  Receivable   43,729.09 

Accounts  Receivable: 

Consumers   $  6,636,394.45 

Miscellaneous                                                                  4,109,660.23  10,746,054.68 


Due  from  Subscribers  for  Stocks  and  for  Obligations  Convertible  into  Stock   188,703.79 

Materials  and  Supplies    6,600,466.82 


Total  Current  Assets   29,277,357.07 

Sinking  Funds  for  Retirement  of  Bonds   106,706.45 

Deferred  Charges: 

Prepaid  Expenses   -  -  _   %  644,039.68 

Miscellaneous  Items  in  Suspense    4,631,684.21 

Unamortized  Debt  Discount  and  Expense   2,504,499.71 


Total  Deferred  Charges 


Total    $900,491,542.90 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 

CONDENSED  CONSOLIDATED  BALANCE  SHEET  OF 
ASSOCIATED   GAS   AND   ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 

December  31,  1929 


Liabilities  Side  and  Capital 


Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric  Company: 

Preferred  Stocks — Stated  at  Liquidation  Values  

Class  A  (5,817,371  shares)  and  B  (500,000  shares) 
Stocks — Liquidation  Values,  and  Common  Stock 
(1,703,538  shares) — Capital  and  Surplus  


$24,778,296.59 


261,266,024.( 


Subsidiary  Companies: 

Preferred  Stocks— Stated  at  Liquidation  Values   $52,151,139.00 

Common  Stocks  and  Surplus  Applicable  Thereto   921,776.31 


Total  Capital  Stock  and  Surplus  

Obligations  Convertible  into  Stock  at  Company's  and  Holders'  Option 
Funded  Debt: 

Associated  Gas  and  Electric  Company: 

5J4%  Investment  Certificates    $28,837,895.00 

5K%  Convertible  Gold  Debentures  due  1977   7,419,000.00 

5%    Gold    Debenture  Bonds — First    and  Refunding 

due  1968    52,015,360.00 

4H%  Gold  Debenture  Bonds  due  1949   54,760,800.00 

Serial    and   Long   Term  Obligations — re    Purchase  of 

Properties    52,499,448.75 

Other    19,111,918.00 


$286,044,320.67 


53.072,915.31 


$339,117,235.98 
92,582,359.03 


$214,644,421.75 


Subsidiary  Companies'  Bonds  Held  by  Public  

Total  Funded  Debt  

Property  Purchase  and  Stock  Contract  Obligations... 
Current  Liabilities: 

Notes  Payable  

Accounts  Payable   


Total  Current  Liabilities  . 


accrued  Accounts: 

Dividends,  Interest  and  Miscellaneous   

Taxes,  including  Accruals  for  Federal  Income  Tax  for  the  Year  1929... 


Total  Accrued  Accounts  . 
Consumers'  Deposits   


Reserves: 

Renewals,  Replacements  and  Retirement  of  Property  . 
Other  Reserves   

Total  Reserves  

Total   


1  62.388.988.54 


$  32,428,058.04 
6,862,508.33 


10.469,741.14 
3,984,398.95 


$  28,200,377.38 
2,037,179.82 


',033,410.29 
1,962,315.00 


39,290,566.37 


1.454,140.09 
h8I3.95S.94 


30,237,557.20 


$900,491,542.90 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


COMPARATIVE  CONSOLIDATED  BALANCE  SHEET  OF 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 


December  31,  1925  to  1929  inclusive 


Assets  Side 

Capital  Assets:  1925  1926  1927  1928  1929 

Plant,   Property,    Franchises  and 

Cost  of  Acquiring  Capital          $185,337,470.65  $231,258,132.70  $236,312,524.24  $242,091,175.42  $634,940,391.96 

Investments  (Including  Investments 
in  and  Advances   (net)    to  sub- 
sidiary and  Affiliated  Companies 
not  included  in  the  Consolida- 
tion)   4,357,867.51         1,248,851.98      5  8,957,542.09      51,417,044.31  228,386,863.82 


TOTAL  CAPITAL  Assets  $189,695,338.16  $232,506,984.68  $295,270,066.33  $293,508,219.73  $863,327,255.78 


Current  Assets: 

Cash,  Call  Loans  and  Special  De- 
posits   4,031,089.84  9,047,200.91  5,717,510.94  7.013,643.71  11,698,402.69 

Notes  Receivable    117,564.22  34,512.47  589,254.58  147,694.28  43,729.09 

Accounts  Receivable: 

Consumers,  less  reserve   2,482,119.48  3,083,753.04  2,853,844.96  2,599,244.54  6,636,394.45 

Miscellaneous    341.613.54  1,305,085.40  704,531.58  936,063.86  4,109,660.23 

Due  from  Subscribers  for  Stocks 
and  for  Obligations  Convertible 

into  Stock    8,955,974.46  4,919,754.46  3,077,525.00  2,923,586.00  188,703.79 

Materials  and  Supplies   3,078,148.02  3,164,174.97  2,926,419.38  2,555,911.57  6,600,466.82 

TOTAL  Current  Assets  $  19,006,509.56  $  21.554,481.25  $  15,869,086.44  $  16,176,143.96  $  29,277,357.07 

Sinking  Funds  for  Retirement 

OP  BONDS    145.434.11  184,215.99  81,356.48  39,638.30  106,706.45 

Deferred  Charges: 

Prepaid  Expenses    33'., 272.30  477,361.97  457,283.20  434,436.44  644,039.68 

Miscellaneous  Items  in  Suspense   422,623.74  438,525.75  1,023,889.72  1,059,775.84  4,631,684.21 

Unamortized  Debt  Discount  and 

Expense    —  —  —  7.296,279.99  2,504,499.71 

Total  Deferred  Charges  $      753,896.04  $      915,887.72  $    1.481,172.92  $    8,790,492.27  $  7,780,223.60 

Total  Assets  Side          $209,601,177.87  $255,161,569.64  $312,701,682.17  $318,514,494.26  $900,491,542.90 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


COMPARATIVE  CONSOLIDATED  BALANCE  SHEET  OF 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  AND  AFFILIATED  COMPANIES 

December  31,  1925  to  1929  inclusive 

Liabilities  Side  and  Capital 
capital  stock  and  surplus :  1925  1926  1927  1928  1929 

Preferred  Stocks — Stated  at  Liqui- 
dation Values    $  14,116,550.00  $  42,974,060.00  $  56,653,350.00  $  39,373,538.50    $  24,778,296.59 

Class  A  and  B  Stocks — Liquida- 
tion Values,  and  Common  Stock 

—Capital  and  Surplus                  20,559,412.45      36,221,875.60      43,31  1,641.41  60,833,064.40  261,266,024.08 


total  capital  stock  and 

Surplus                           $  34,675,962.45  $  79,195,935.60  $  99,964,991.41  $100,206,602.90  $286,044,320.67 

subsidiary  and  affiliated  com- 
PANIES' Stocks  Outstanding: 

Preferred  Stocks    15,875,420.00  6,415,200.00  4,504,970.00           145,015.00  52,151,139.00 

Common  Stocks  and  Surplus  Ap- 
plicable Thereto    6,303,080.52  8,207.43  42,423.75              3,400.00  921,776.31 

Total    Subsidiary  and 
Affiliated  Companies' 

Stocks  Outstanding      $  22,178,500.52  $    6,423,407,43  $    4,547,393.75  $      148,415.00  $  53,072,915.31 

Obligations  Which  are  Con- 
vertible into  Stock  at  Both 
the  Company's  and  Holders' 

OPTION    26,519,157.50  16,407,900.00  17,396,167.50      16,332,548.43  92,582,359.03 

Funded  Debt: 

Associated  Gas  and  Electric  Com- 
pany   14,172,700.00  8,527,600.00  43,93  6,500.00     106,869,541.00  214,644,421.75 

Subsidiary  and  Affiliated  Com- 
panies   70,862,150.00     109,768,600.00  99,852,500.00      44,635,050.00  162,388,988.54 

total  funded  debt        $  85,934,850.00  $118,296,200.00  $143,789,000.00  $151,504,591.00  $377,033,410.29 

Property  Purchase  and  Stock 

Contract  Obligations    1  1.377.576.25  1,385,827.00  2,393,724.00       1,986,483.81  2,962,315,00 

Current  Liabilities: 

Notes  Payable    8,415,077.38  8,097,316.67  20,717,066.55      21,893,837.93  3  2,428,058.04 

Accounts  Payable    1,935,201.00  2,806,616.43  1,400,721.82        1,439,869.26  6,862,508.33 

Bonds  Called  for  Redemption   —  —  —              1,948.863.00  — 

Accrued    Incerest,    Dividends  and 

Miscellaneous  Accounts    1,874,964.65  2,811,117.23  3,469,747.48        3.521,729.62  10,469,741.14 

Accrued  Taxes    746,079.24  1,232.918.12  1,461,324.66        1.610,466.41  3,984,398.95 


Total  Current  Liabilities  $  12,971,322.27  $  14.947,968.45  $  27,048,860.51  $  30,414,766.22  $  53,744,706.46 

Consumers'  Deposits    1,218,991.37  1,648,526.35  1.861,373.82       1,950,523.59  4,813,958.94 

Reserves : 

Renewals,    Replacements   and  Re- 
tirement of  Property    12,319,507.83  14,279,659.45  12,702,032.63       14,439,574.63  28,200,3  77.38 

Other  Reserves    3,305,309.68  2.576.145.36  2,998,138.55        1,530,988.68  2,037,179.82 

total  reserves    $  15, 624, 817. 51  $  16,855,804.81  $  15,700,171.18  $  15,970,563.31  $  30,237,557.20 

Total   Liabilities  Side 

and  capital    $209,601,177.87  $255,161,569.64  $312,701,682.17  $318,514,494.26  $900,491,542.90 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


COMPARATIVE  CONDENSED  INCOME  ACCOUNTS  OF 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


For  years  ended  December  31st 


GROSS   INCOME    (Excluding  non-re- 
curring income  items)                      $  3,432,253.26    $  6,080,082.71  $  8,876,400.64  $12,676,316.99  $26,413,104.75 

Income  Charges  : 

Interest  on  Funded  Debt   644,583.83        1,184,297.83  2,548,432.45  4,122,600.41  7,954,340.64 

Interest  on  Unfunded  Debt   494,353.45           414,006.87  541,822.68  1,118,373.30  3.438,514.46 

Interest  on  Obligations  Convertible 


into  Stock  at  Company's  as  well 
as  Holders'  Option  

349,123.66 

729,118.67 

344,994.09 

959,004.33 

Total  Income  Charges   $ 

1,488,060.94 

$  2,327,423.37 

$  3,435.249.22 

$  6.199,978.04 

Net    Income    Transferred  to 
Surplus   $ 

1,944,192.32 

$  3.752.659.34 

$  5,441,151.42 

$  6.476,338.95 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 

COMPARATIVE  BALANCE  SHEET  OF 
ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

For  years  ended  December  3 1st 

Assets  Side 

investments.  Capital  Assets  and        1925                1926                1927  1928  1929 
Advances  to  Associated  Com- 
panies                                        $  84,235,953.49  S  98,258,175.81  SI 78,975,965.45  $246,261,809.50  $631,969,843.96 

Current  assets: 

Cash                                                  1,161,777.34        6,036,256.66        4,471,411.68  5,805,085.18  9,696,800.42 

Notes  and  Accounts  Receivable  from 

Subscribers  and  Others                       8,902,292.89        6,022,503.46        3,104,881.75  2,923,646.93  104,651.86 

TOTAL  Current  Assets         $  10,064,070.23  $  12,058,760.12  $     7,576,293.43  $     8,728,732.1  1  $  9,801,452.28 

Deferred  Charges: 

Prepaid  Accounts                                      23,783.05            53,147.43            80,709.83  117,391.64  90,485.14 

Suspense                                                   83,595.59           304,573.78           457,533.72  224,999.42  — 

Unamortized    Debt    Discount  and 

Expense                                                  —                      —                      —  5,347,589.63  — 

Total  Deferred  Charges  $      107,378.64  $      357,721.21  $      538,243.55  $    5,689,980.69  $  90,485.14 


TOTAL  ASSETS  SIDE   $  94,407,402.36  $110,674,657.14  $187,090,502.43  $260,680,522.30  $641,861,781.38 


Liabilities  Side  and  Capital 

Capital  Stock  and  Surplus: 

Preferred,   Class  A  and  B  Stocks, 
Liquidation  Values,  and  Common 

Stock — Capital  and  Surplus          $  36,279,517.1  1  $  77,019,908.84  $100,503,838.23  $108,086,387.40  $288,827,907.21 

Obligations  which  are  Convert- 
ible into  Stock  at  Both  the 
Company's  and  Holders'  Op- 
tion   25,956,157.50  16,287,600.00  17,285,674.16      16,332,548.43  100,876,540.03 

funded  debt   14,172,700.00  8,527,600.00  43,936,600.00    109,369,541.00  215,244,421.75 

Property  Purchase  and  Stock 

Contract  Obligations    11,018,201.00  724,683.00  1,749,275.00       1,463,247.03  — 

Notes  Payable    5,200,894.56  4,650,000.00  20,535,000.00      21,504,400.00  26,970,000.00 

Accounts  Payable   16,800.72  1,619,950.90  256,951.88        318,983.76  — 

Accrued  Dividends,  Interest  and 

Miscellaneous  ACCOUNTS    294,765.46  474,433.80  1,31  1,122.32        3,597,653.24  9,154,834.74 

RESERVES    1,468,366.01  1,370,480.60  1,512,040.84              7,761.44  788,077.65 


Total  Liabilities  Side  and 

CAPITAL    $  94,407,402.36  $110,674,657.14  $187,090,502.43  $260,680,522.30  $641,861,781.38 
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ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


FACTS  CONCERNING  FUNDED  DEBT 


AND  OBLIGATIONS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARIES 


Interest 

Name  Dates 
Associated  Gas  and  Electric  Company 

Convertible  Gold  Debentures,  due  1948   M&S-I 

*/2%  Convertible  Gold  Debentures,  due  1949   J&J15 

4H%  Gold  Debenture  Bonds,  due  1958   M&N-l 

5%  Gold  Debenture  Bonds,  due  1968   A&0-1 

5%  Gold  Debenture  Bonds,  Series  of  1928   J&J-I 

5J/2%  Gold  Debentures,  due   1977   F&A-l 

I  M&N-l  5 

5{/2%  Convertible  Investment  Certificates,  due  1938  j  pp^ji  15 

6%  Convertible  Debenture  Certificates    (Series  A  1  J&D-l 

and  B  of  1929)                                               I  MJSD., 

6%  Convertible  Debenture  Certificates,  Series  C,  j  M&S-l 

D,  E,  F                                                  j  MJSD-1 

Q/2%  Convertible  Debenture  Certificates                  {  JAJO  ' 

Associated  Electric  Company 

4J^%  Gold  Bonds,  duo  1953   J&J-I 

American  Utilities  Company 

6%  1st  Lien  and  Ref.  Gold  Bonds,  Series  A,  due 

1945       J&D-l 

6J4%  Gold  Debenture  Bonds,  due  1941   M&N-l 

Binghamton  Light,  Heat  &  Power  Company 

5%  1st  Refunding  Mortgage,  due  1946   A&0-1 

Canadea  Power  Corporation 

5%  1st  Mortgage,  duo  1958   A&O-I 

Citizens  Light,  Heat  &  Power  Co.  of  Penna. 

5%  1st  Mortgage,  due  1934   M&N-l 

Empire  Gas  &  Electric  Company 

6%  General  and  Refunding.  Setle,  A.  due  1952   J&D-l 


Where  Payable 


Trustees,  Transfer  Agents  or  Registrars 


C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 

C-H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 
C— H.  C.  Hopson  &  Co.,  Inc., 
R-The  Company,  Ithaca,  N. 


N.  Y.  C. 

Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 

N.  Y.  C. 
Y. 


The  New  York  Trust  Company,  New  York  City,  Trustee 

Equitable  Trust  Company,  New  York,  Trustee 

The  Chase  National  Bank  of  the  City  of  New  York,  Trustee 

Guaranty  Trust  Company  of  New  York,  Trustee 

The  Chase  National  Bank  of  the  City  of  New  York,  Trustee 

The  New  York  Trust  Company,  New  York  City,  Trustee 

Irving  Trust  Company.  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 


Guaranty  Trust  Company  of  New  York,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway.  N.  Y.  C,  Tfr.  Agl. 


C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C. 


Guaranty  Trust  Company  of  New  York,  Trustee 


C-Chase  Natl.  Bank,  New  York,  and  Office     Pennsylvania  Company  for  I 


nuities,  Philadelphia,  Pa. 
C-Pennsylyania  Co.  for  Ins.  on  Lives  &     Equitable  Trust  Company,  New  York,  Trustee 
Granting  Annuities,  also  Trustee 


Lives  &  Granting  An 


C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C. 
C-J.  P.  Morgan  &  Co.,  N.  Y.  C. 


Guaranty  Trust  Company  of  New  York,  Trustee  and  Registra 


Security  Trust  Company,  Rochester,  N.  Y.,  Trustee 
J.  P.  Morgan  &  Co.,  New  York  City,  Registrar 

C-Harris,  Forbes  &  Co.,  N.  Y.  and  Boston  United  States  Mortgage  &  Trust  Company,  New  York,  Trustee 
C-Harris  Trust  &  Savings  Bank,  Chicago 

C-Offie.  of  Tru.I-  !„;„„  Tm,t  Cp«,y,  New  York.  Tro.l.. 


Empire  Coke  Co-Empire  Gas  &  Electric  Company 

5%  Join!  1st  and  Refunding,  due  1941  

Erie  Lighting  Company 

5%  1st  Mortgage,  due  1967  

Elmira  Water,  Light  &  R.  R.  Company 

5%  1st  Consolidated,  due  1956  

Indiana  Gas  Utilities  Company 

5%  1st  Mortgage,  due  1946  

Lockport  Light,  Heat  &  Power  Company 

5</2%  1st  Mortgage,  Series  A,  due  1954  

Long  Island  Water  Corporation 

5</27c  1st  Mortgage,  due  1955   

The  Manila  Electric  R,  R.  &  Ltg.  Cnrpnration 

5%  1st  and  Collateral  Trust,  due  1953  

Metropolitan  Edison  Company 

5%  1st  and  Refunding,  Series  C,  due  1953  

4J4%  1st  Mortgage.  Series  D,  due  1968  

Municipal  Gas  &  Electric  Company 

4H%  Ut  Mortgage,  due  1942  

New  Jersey  Power  &  Light  Company 

5%  1st  Mortgage,  due  1956.  

New  York  Central  Electric  Corporation 

5</2%  1st  Mortgage,  due  1950  

New  York  State  Gas  &  Electric  Corporation 

SI/2%  1st  Mortgage,  due  1962_  

Northern  Pennsylvania  Power  Company 

5%  1st  and  Refunding,  Series  A,  due  1956  

Penn  Public  Service  Corporation 

6%  1st  and  Refunding,  due  1947  

5%  1st  and  Refunding,  due  1954  

Richmond  Light  &  Railroad  Company 

4%  1st  Collateral  Trust,  due  1952  

Rochester  Central  Power  Corporation 

5%  Debentures,  Series  A,  due  1953  

Rochester  Gas  &  Electric  Corporation 

7%  General  Mortgage,  Series  B,  due  1946  

51/2%  General  Mortgage,  Series  C,  due  1948  

4J/2%  General  Mortgage,  Series  D,  due  1977  

Rochester  Railway  &  Light  Company 

5%  Consolidated,  due  1954  

York  Haven  Water  &  Power  Company 
5%  1st  Mortgage,  due  1951 


C-Coupon. 
R-Registered. 


M&S-I 


M&S-l       C-Office  of  Trustee  Pennsylvania  Company  for  Insurances  on  Lives  &  Granting  An- 
nuities, Philadelphia,  Pa„  Trustee 

A&O-I       C-Office  of  Trustee  Pennsylvania  Company  for  Insurances  on  Lives  &  Granting  An- 
nuities, Philadelphia,  Pa.,  Trustee 

M&S-I       C-Office  of  Trustee  The  New  York  Trust  Company.  New  York  City,  Trustee 

J&J-l    I  C-Ha'™'  Forl>"  &  Co~  N-  Y-  a»d  8°"°"  Guaranty  Trust  Company  of  New  York,  Trustee 
\  C-Harris  Trust  &  Savings  Bank,  Chicago 

M&N-I      C-Office  of  Trustee  The  New  York  Trust  Company,  New  York  City,  Trustee 

M&N-l       C-H.  C.  Hopson  &  Co.,  Inc.  N.  Y.  C.  Guaranty  Trust  Company  of  New  York,  Trustee 

M&S-l       C-H.  C.  Hopson  6c  Co.,  Inc.,  N.  Y.  C.  The  Equitable  Trust  Company  of  New  York,  Trustee 

J&J-l       C-Continental  Illinois  Bank  &  Trust  Co.,  Guaranty  Trust  Company  of  New  York,  Trustee 

Chicago,  or  Office  of  Trustee 

M&S-I       C-Conlinental  Illinois  Bank  &  Trust  Co.,  Guaranty  Trust  Company  of  New  York,  Trustee 
Chicago,  or  Office  of  Trustee 

A&0-1       C-Office  of  Trustee  Central  Hanover  Bank  &  Trust  Company,  New  York,  Trustee 

F&A-l       C-Continental  Illinois  Bank  &  Trust  Co.,  Guaranty  Trust  Company  of  New  York,  Trustee 
Chicago,  or  Office  of  Trustee 

M&S-l       C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C.  The  New  York  Trust  Company,  New  York  City,  Trustee 

A&O-I       C-Office  of  Trustee  The  Equitable  Trust  Company  of  New  York,  Trustee 

J&D-I       C-Bank  of  North  America  &  Trust  Co..  Guaranty  Trust  Company,  New  York,  Trustee 
Philadelphia,  Pa.,  or  Office  of  Trustee 

M&N-I       C-First  National  Bank.  New  York  Bankers  Trust  Company.  New  York,  Trustee 

J&D-I       C-H.  C.  Hopson  &  Co.,  Inc.,  N.  Y.  C.  Bankers  Trust  Company,  New  York,  Trustee 

J&J-l       C-Office  of  Trustee  Guaranty  Trust  Company  of  New  York,  Trustee 

C-Office  of  Trustee  Manufacturers  Trust  Company,  New  York,  Trustee 


C-Office  of  Trustee 


M&S-I  C-Office  of  Trustee  Bankers  Trust  Company,  New  York,  Trustee 

M&S-l  C-Office  of  Trustee  Bankers  Trust  Company,  New  York,  Trustee 

M&S-l  C-Office  of  Trustee  Bankers  Trust  Company,  New  York,  Trustee 

J&J-l  C-Office  of  Trustee  Security  Trust  Company,  Rochester,  N.  Y.,  Trustee 

J&D-I  C-Office  of  Trustee  Real  Estate  Land  Title  &  Trust  Company,  Philadelphia,  Pa.,  Trustee 


ASSOCIATED  GAS  and  ELECTRIC  SYSTEM 


FACTS  CONCERNING  CAPITAL  STOCK  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  AND  SUBSIDIARIES 


Transfer  Agents  and  Registrars 


Associated  Gas  and  Electric  Company 

Common  Stock:   


Class  A  Stock  . 


$5  Dividend  Series  Preferred  Slock  

$6  Dividend  Series  Preferred  Slock  

$6.50  Dividend  Series  Preferred  Slock... 

$7  Dividend  Series  Preferred  Slock  

Original  Series  Preferred  Stock  ... 


FMAN-1        The  Company,  Ithaca,  N.  Y. 


MJSD-15  The  Company,  Ithaca,  N.  Y. 

MJSD-I  The  Company,  Ithaca.  N.  Y. 

MJSD-I  The  Company,  Ithaca,  N.  Y. 

JAJO-1  The  Company,  Ithaca,  N.  Y. 

JAJO-I  The  Company,  Ilhaca,  N.  Y. 


F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 

Hibernia  Trust  Company,  New  York,  Registrar 

Stale  Street  Trust  Company,  Boston,  Mass.,  Tfr.  Agl. 

The  First  National  Bank  of  Boston,  Boston,  Mass.,  Registrar 

The  Equitable  Trust  Company,  New  York,  Tfr.  Agt. 
F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C.  Tfr.  Agl. 
Guaranty  Trust  Company,  New  York,  Registrar 
Stale  Street  Trust  Company,  Boston,  Mass.,  Tfr.  Agt. 
The  First  National  Bank  of  Boston,  Boston,  Mass.,  Registrar 
Bank  of  America  of  California,  Los  Angeles,  Cal.,  Tfr.  Agl. 
Security  First  National  Bank  of  Los  Angeles,  Los  Angeles,  Cal., 
Registrar 

R.  E.  Failing  &  H.  W.  Zschiegner,  Ithaca,  N.  Y„  Tfr.  Agt. 
First  National  Bank  of  Ithaca,  Ithaca,  N.  Y.,  Registrar 
Harris  Trust  &  Savings  Bank,  Chicago,  111.,  Tfr.  Agt. 
Continental  Illinois  Bank  &  Trust  Company,  Chicago,  111.,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 
Guaranty  Trust  Company,  New  York,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
The  Chase  National  Bank  of  the  City  of  New  York,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
Chemical  Bank  &  Trust  Co.,  New  York  City,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 
The  Bank  of  America,  New  York  Cily,  Registrar 

F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 
Irving  Trust  Company,  New  York  City,  Registrar 


Binghamton  Light,  Heat  &  Power  Company 

$6  Cumulative  Preferred  Stock   


JAJO-1        The  Company,  Ilhaca,  N.  Y. 


F.  E.  Taylor  6t  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 

The   Cha.e   Nation,,]   Bank   of   the  City  of  New   York.  Res.Vrar 


Empire  Gas  &  Electric  Company 

6%  Cumulative  Preferred,  Series  A  and  D    MJSD-I  The  Company,  Ithaca.  N,  Y.       1  F.  E,  Taylnr  &  \v\  L.  Freund.  61  Broadway.  N.  Y.  C.  Tfr.  Atf. 

7</2%  Cumulative  Preferred.  Sciic.  B  MJSD-I  The  Company.  Ithaca.  N.  Y.       \  T.  W  Modal.  H.  li.  Urown  &  J.  J.  McCarthy.  33  Liberty  Sire 

7SS  Cumulative  Prelcrred,  Seriei  C    MJSD-I  The  Company.  Ilhaca.  N.  Y. 


New  York  City,  Registrar 


Loclcport  Light,  Heat  &  Powc 

6%  Cumulative  Preferred ... 
1%  Cumulative  Preferred .... 


Company 


Metropolitan  Edi 

$7  C. 
$6  C 


mukl 


JAJO-I 
JAJO-I 


a  Company 

Preferred   JAJO-1 

Preferred    -   JAJO-I 


The  Company,  llha< 
The  Company,  I  thai 


The  Company,  Ithat 
The  Company,  Ithac 


N.  Y. 
N.  Y. 


N.  Y. 

N.  Y. 


F.  E.  Taylor  &  Vf.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agl. 
T.  W.  Moffat.  H.  B.  Brown  &  J.  J.  McCarthy,  33  Liberty  Street, 
New  York  City,  Registrar 


F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y. 
The  New  York  Trust  Company,  New  York,  Regislrar 


C,  Tfr.  Agt. 


New  Jersey  Power  &  Light  Company 

$6  Cumulative  Preferred   JAJO-1        The  Company,  Ithaca,  N.  Y.  F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 

Guaranty  Trust  Company  of  New  York,  Registrar 

New  York  Central  Electric  Corporation 

7%  Cumulative  Preferred     JAJO-1        The  Company,  Ilhaca,  N.  Y.  F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 

The  New  York  Trust  Company,  New  York,  Registrar 


Northern  Pennsylvania  Power  Company 

57    Cumulative    Preferred  JAJO-I        The  Company.  Ilhaca.  N.  Y.       1  F.  E.  Taylor  6.  W.  L.  Freund,  61  Broadway.  N.  Y.  C.  Tfr.  Agl. 

$6    Cumulative    Preferred      .  JAJO-I        The  Company.  Ithaca.  N.  Y.       (  The  Chase  National  Bank  of  the  Cily  of  New  York.  Registrar 

Rochester  Central  Power  Corporation 

6%  Cumulative  Preferred   JAJO-1        The  Company,  Ilhaca,  N.  Y.  F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C,  Tfr.  Agt. 

Chemical  Bank  &  Trust  Company,  New  York,  Registrar 


Rochester  Cas  &  Electric  Corporatioi 

7%  Cumulative,  Series  B  


MJSD-1  The  Company,  Rochester,  N.  Y. 
MJSD-I        The  Company.  Rochester,  N.  Y. 


Katherine  Price,  Office  of  the  Company,  Rochester,  N.  Y.  \ 
F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C.  J 
Guaranty  Trust  Company  of  New  York,  Registrar 
[Catherine  Price,  Office  of  the  Company,  Rochester,  N.  Y.  1 
F.  E.  Taylor  &  W.  L.  Freund,  61  Broadway,  N.  Y.  C.  J 
Security  Trust  Company,  Rochester,  N.  Y.,  Registrar 


Transfer 


Transfer 


1 —  Steam  Power  Plant,  Erie,  Pa. 

2 —  Steam  Power  Plant,  Reading,  Pa. 

3 —  Steam  Power  Plant,  Binghamton,  N.  Y. 


4—  Hydro-Electric  Plant,  Parr  Shoals,  S.  C. 

5 —  Steam  Power  Plant,  Holland,  N.  J. 

6 —  Gas  Plant,  Easton,  Pa. 


ASSOCIATED 
GAS  AND  ELECTRIC 
COMPANY 


ANNUAL  REPORT 

INCLUDING  DATA  REGARDING  ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 

(PAGES  3  10  101 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1930 


Organization  of  the 

Associated  Gas  and  Electric  Company 

(Incorporated  under  the  laws  of  the  State  of  New  York  in  1906) 

Officers 

J.  I.  MANGE,  Chairman  and  President  New  York 

H.  C.  HOPSON,  Vice- President  and  Treasurer  New  York 

S.  J.  MAGEE,  Vice-  President  and  General  Manager  New  York 

J.  M.  DALY,  Vice-President  New  York 

H.  D.  FITCH,  Vice-President  Bowling  Green,  Ky. 

O.  E.  WASSER,  Comptroller  and  Assistant  Secretary-Treasurer  Ithaca,  N.  Y. 
M.  C.  O'KEEFFE,  Secretary  and  Assistant  Treasurer  New  York 

Directors 


CHARLES  W.  BEALL  New  York 

Harris,  Forbes  &  Company 

WILLIAM  BUCHSBAUM  New  York 

Vice-President,  Barstow-Tyng  &  Company 

FREDERICK  S.  BURROUGHS   .    .    .    New  York 
Harris,  Forbes  &  Company 

JOHN  M.  DALY  New  York 

Vice-President 

HENRY  D.  FITCH  ....      Bowling  Green,  Ky. 
Vice-President 


HOWARD  C.  HOPSON  New  York 

Vice-President  and  Treasurer 

SAN  FORD  J.  MAGEE  New  York 

Vice-President  and  General  Manager 

JOHN  I.  MANGE  New  York 

Chairman  and  President 

W.  EUGENE  MCGREGOR    ....  Boston,  Mass. 
Harris,  Forbes  &  Company 

DANIEL  STARCH  New  York 

Daniel  Starch  and  Staff 


FINANCIAL  OFFICE,  61  Broadway,  New  York  City 
PRINCIPAL  OFFICE  ....  Ithaca,  New  York 

Managers — Operating  Properties 

The  Utility  Management  Corporation 

120  Wall  Street,  New  York  City 
jormer  name 
The  J.  G.  While  Management  Corporation 


Associated  Gas  and  Electric 

OPERATIONS  AND  PROGRESS 

For  the  Year  Ended  December  31,  7930 


System 


CONSIDERING  the  unusually  retarded  business  conditions  prevailing  throughout 
all  types  of  industries  and  lines  of  business  during  1930,  the  Associated  Gas  and 
Electric  System  had  on  the  whole  a  very  satisfactory  year.  It  held  its  own  or  made 
slight  gains  as  compared  with  the  record  year  of  1929.  The  outstanding  accomplish- 
ments of  the  year  may  briefly  be  summarized  as  follows: 


1.  The  output  of  electricity  of  the  Associated 
Gas  and  Electric  System  increased  \A%  in  1930 
over  1929,  whereas  the  output  of  the  United 
States  as  a  whole  declined  1.8%  during  1930.  Gas 
output  of  the  Associated  System  increased  1.7%, 
whereas  the  output  of  the  United  States  as  a  whole 
declined  1.9%.  The  same  properties  were  con- 
sidered in  both  years. 

2.  Both  gross  and  net  earnings  kept  up  remark- 
ably well.  Gross  earnings  increased  3.3%,  and  net 
earnings  increased  3.0%. 

3.  This  satisfactory  situation  is  due  to  the  fact 
that  the  decline  in  the  industrial  use  of  gas  and 
electricity  in  1930  was  more  than  offset  by  in- 
creased domestic  use,  not  only  through  the  addi- 
tion of  41,677  electric  and  gas  customers  during 
the  year,  but  especially  through  the  greater  use 
of  gas  and  electricity  by  domestic  customers 
already  served. 


4.  This  is  due  largely  to  the  substantial  in- 
crease in  the  sale  of  household  appliances  which 
totalled  $9,464,264  in  1930,  as  compared  with 
$7,678,558  in  1929. 

5.  Very  material  progress  was  made  during  1930 
in  more  closely  coordinating  the  operating  manage- 
ment and  in  more  thoroughly  solidifying  the 
financial  structure  of  the  Associated  System,  par- 
ticularly in  view  of  the  large  additions  of  proper- 
ties made  during  1929. 

6.  During  1930,  three  major  construction  pro- 
jects were  completed :  The  Saluda  Hydro-Electric 
Development  in  South  Carolina,  the  largest  earth 
dam  in  the  world  for  hydro-electric  purposes;  the 
Gilbert  Station  at  Holland,  New  Jersey,  one  of  the 
most  modem  steam  stations  in  the  world;  and  the 
Botocan  Falls  Hydro-Electric  Station,  55  miles 
from  Manila,  the  outstanding  electric  development 
in  the  Philippine  Islands. 


Note:  Pages  3 to  10  of  this  report  deal  witlitlie  Associated  Gas  and  Electric  System  which  includes 
the  Associated  Gas  and  Electric  Company,  tlie  New  England  Gas  and  Electric  Association 
and  the  General  Gas  and  Electric  Corporation.  Pages  11  to  52 deal  with  the  AssociatedGas 
and  Electric  Company,  which  lias  gross  earnings  equalling  83.5%  tfiose  oj  the  System. 
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SUMMARY  OF  GROWTH 

The  gains  made  by  the  Associated  Gas  and  Electric  System  during  the  year,  as 
well  as  the  extent  of  operations  in  the  most  important  phases  of  its  business  are 


summarized  below: — 

Total  customers   1,430,681 

Increase  in  customers   43,258 

Percent  increase   3.1% 

Total  gross  earnings   $112,147,615 

Percent  increase   3.3% 

Total  net  earnings   $54,665,372 

Percent  increase   3.0% 

Total  electric  output  (Kwh.)   3,059,278,638 

Percent  increase   1.4% 

Total  gas  sendout  (M.c.f.)   18,321,154 

Percent  increase   1.7% 

Kilowatt-hours  sold  per  residential  customer   439 

Percent  increase   10.3% 

Gas  sales  per  residential  customer  (cu.  ft.)   30,700 

Percent  increase   1-3% 

Appliances  sold  by  New  Business  Department. . .  $9,464,264 

Percent  increase   23% 


EARNINGS 

The  comparative  earnings  statement  of  the  entire  system  for  the  latest  period  available,  the 
twelve  months  ended  March  31,  1931  and  1930,  (in  the  condensed  form  in  which  it  is  published  each 
month)  is  given  below: 


Since  Dates  of  Acquisition  (Actual) 


Increase 

1931 

1930 

Amount 

% 

$111,616,984 

$100,979,022 

$10,637,962 

11 

57,655,761 

50,401,392 

7,254.369 

14 

6,980,529 

4,988,047 

l.qi2.4S2 

40 

64,636,290 

55,389.439 

9,246,851 

17 

46,980,694 

45,589,583 

1,391,111 

3 

Disregarding  Dates  op  Acquisition  (Earning  Power) 

$112,152,202 

$111,130,245 

$1,021,957 

1 

Operating  Expenses,  Maintenance,  all  Taxes,  etc  

58,049,018 

57,185,514 

863,504 

2 

7,047,802 

5.792,523 

1,255,279 

22 

65,096,820 

62,978,037 

2,11S,7S.) 

3 

47,055,382 

48,152,208 

1,096.826* 

2' 

"Decrease 
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A  DECADE  OF  PROGRESS 


The  period  1920-1930  witnessed  a  constant 
growth  in  business  by  the  combined  operating 
units  of  the  Associated  Gas  and  Electric  System. 
It  is  interesting  to  note  how  the  properties  with- 
stood the  effects  of  the  general  business  depressions 
of  1921  and  1930. 

It  will  be  observed  that  while  gross  earnings 


doubled  during  this  ten  year  period,  net  earnings 
more  than  tripled.  Earnings  and  other  statistics 
of  all  properties  including  the  New  England  Gas 
and  Electric  Association  and  General  Gas  and 
Electric  Corporation,  irrespective  of  the  dates 
when  they  were  first  included  as  part  of  the 
Associated  System,  are  shown  below: — 


For  Years  Ended 
December  list 

Annual  Earnings 

Sales  K.W.H. 

Number  oj  Customers 

Grass 

Net' 

Electric 

Gas,  Water,  Steam 

1920  

$51,164,774 

$15,398,968 

1,033,929,079 

338,419 

344,050 

1921  

64,907,073 

18,310,349 

954,009,256 

388,687 

354,621 

1922  

58,339,202 

22,049,555 

1,146,905,484 

447,497 

371,449 

1923  

65,664,884 

25,853,705 

1,352,654,306 

615,869 

382,262 

1924  

69,794,738 

28,448,349 

1,405,677,796 

695,745 

400,187 

1925  

77,175,669 

33,983,624 

1,583,191,145 

668,809 

416,735 

1926  

85,798,189 

38,516,087 

1,858,826,215 

740,879 

435,998 

1927  

92,550,778 

43,028,164 

1,925,507,892 

795,762 

451,873 

1928  

99,072,146 

47,275,200 

2,092,135,929 

846,461 

464,035 

1929  

108,496,804 

63,037,214 

2,466,441,783 

907,376 

480,047 

1930  

112,147,615 

54,665,372 

2,520,768,793 

950,032 

480,649 

*Be£ore  Depreciation  and  Federal  Income  Taxes, 


Total  Associated  electric  customers  at  the  end  of 
1930  were  950,032,  an  increase  of  4.7%.  While  the 
present  Associated  properties  served  only  3. 7%  of  the 


total  electric  customers  in  the  United  States  and  its 
Possessions  at  the  end  of  1929,  their  gain  was  7,7% 
ojthe  total  gain  by  the  industry  during  the  year  1930. 


ANNUAL  GROSS  AND  NET  INCOME 


1920  21  22  23  24  25  26  27  28  29  30 


NUMBER  OF  CUSTOMERS 

1400 
£  1200 

9  1000 
u 

THOUSANDS  OF 

s  s  s  i  i 

920  21  22  23  24  25  26  27  28  29  30 
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SOURCES  OF  REVENUE 

Earnings  of  the  Associated  Gas  and  Electric 
System  are  not  dependent  on  any  one  territory  or 
group  of  industries.  The  System  serves  over  3,000 
communities,  a  majority  of  which  are  of  medium 
size.  This  means  that  a  proportionately  large  part 
of  the  revenue  is  from  residential  service,  a  dis- 
tinct advantage  in  a  year  such  as  1930. 

With  72.8%  of  its  revenue  from  electricity  and 
17.8%  from  gas,  the  Associated  System  derives 
90.6%  of  its  total  revenue  from  these  two  desir- 
able types  of  service. 

Based  on  figures  as  of  the  close  of  1930,  the 
Associated  System  served  1  in  26  residential  electric 
customers  in  the  United  States  and  its  possessions, 
and  1  in  38  residential  gas  customers  in  the  United 
States. 


SOURCES  OF  REVENUE 

Electricity: 

mm 

Power  28.0%*- 

Commercial      1 4.0?*- 

Residential  24.8?*- 

Other  6.0?*- 

Total  Electricity  72.8? 
Gas  17.8%*- 

Total  Elec.  and  Gas  90.6? 
Other  9.4?*- 

Total                 100  ? 

NEW  CONSTRUCTION  IN  1930 


The  Associated  System  spent  $32,000,000  for 
new  construction  during  1930,  providing  new  and 
better  facilities  for  service  throughout  the  System, 
Among  this  construction,  four  new  units  deserve 
special  mention. 

The  Saluda  River  hydro-electric  development 
near  Columbia,  South  Carolina,  generated  26,254,- 
000  kilowatt-hours  in  February  1931.  Completed  in 
1930,  this  project  includes  the  largest  dam  in  the 
world  in  cubical  content,  and  a  reservoir  41  miles 
long.  It  adds  360,000,000  kw.h.  a  year  to  South 
Carolina's  power  resources.  Before  construction 
began  in  1927,  all  this  power  was  sold  on  long- 
term  contracts.  Completion  of  the  Saluda  project 
was  probably  the  outstanding  public  utility 
engineering  and  construction  achievement  in  the 
United  States  in  1930. 

In  May,  1930,  the  first  55,000  kw.  unit  of  the 
Gilbert  Station  at  Holland,  New  Jersey,  was  put 
into  operation.  Ultimate  capacity  of  this  plant 
winch  generates  electricity  by  steam  is  220,000 
kw.   This  plant  meets  demands  for  power  in 


New  Jersey  with  generating  equipment  that  is  as 
modern  as  any  in  the  country. 

After  16  months  of  construction,  the  Botocan 
Falls  hydro-electric  development  in  the  Philip- 
pines was  completed  in  December.  This  project 
generates  16,000  kw.,  most  of  it  being  used  in 
the  city  of  Manila,  55  miles  away.  This  plant 
meets  demands  of  the  Manila  Electric  Company's 
customers,  which  now  number  96,210  in  addition 
to  the  street  railway  business. 

The  new  Worcester  gas  plant  in  Massachusetts 
also  began  operation  in  1930.  With  a  present  daily 
capacity  of  14,700,000  cubic  feet,  the  addition  of 
comparatively  little  equipment  will  raise  capacity 
to  21,000,000  cubic  feet.  The  Associated  System 
has  plans  under  way  to  make  Worcester  the  center 
of  a  large  gas  distributing  system. 

Properties  of  the  Associated  System  maintain 
8,124  miles  of  electric  transmission  lines  and  4,635 
miles  of  gas  mains.  Engineering  work  during  1930 
included  extension  of  lines  and  mains  as  well  as 
construction  of  new  plant,  as  may  be  seen  from 
the  following  projects: 
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NEW  YORK 

Empire  Gas  and  Electric  Company 

Auburn— Lake  Ave.  1500  K.V.A.  33/2. 3  K. V.Subslation. 
Auburn— Wright  3000  K.V.A.  33/2.3  K.V.  Substation. 
Lyons  to  Clyde  53  K.V.  transmission  line. 

New  York  Central  Electric  Corporation 
Hornell  to  Canistco  33  K.V.  transmission  line. 
Bath  to  Hornell  110  K.V.  transmission  line. 

New  York  State  Electric  Sl  Gas  Corporation 
Binghamton — 35,000  K.V.A.  transformer  bank. 
Tilly  Foster  to  Mahopac  Falls  44K.V.  transmission  line 
and  one  1,000  K.V.A.  44/22-4.6/2.3  K.V.  substation. 
Montour  Falls  to  Ithaca  110  K.V.  transmission  line. 
Westover  to  Endicott  33  K.V.  transmission  line. 
Endicott— 10,000  K.V.A.;  33/22/3.3  K.V.  substation. 

Rochester  Gas  and  Electric  Corporation 

Manchester  to  Clifton  Springs  33  K.V.  transmission  line. 
Rochester — 16  ft.  Cyanogen  Scrubber. 

PENNSYLVANIA- NEW  JERSEY 

Metropolitan  Edison  Company 
York— 20,000  K.V.A.  substation. 

New  Jersey  Power  &  Light  Company 

Denville— D.,  L.  &  W.  R.R.  33  K.V.  double  circuit 
transmission  line. 

Pennsylvania  Electric  Company 

Summerville  to  Brookville  33  K.V.  transmission  line. 

KENTUCKY- TENNESSEE 

Kentucky-Tennessee  Light  and  Power  Company 

Bowling  Green — New  7,000  K.W.  generating  plant  in 
progress  for  1931. 

Bowling  Green — Extend  distribution  system  and  change 
over  to  natural  gas. 

Russellville — Build  distribution  system  and  serve  with 
natural  gas. 

Mayfield— 3,500  K.W.  turbine  installation. 
Tiptonville — 33  K.V.  transmission  line. 
Huntingdon — New  8"  deep  water  well. 

ILLINOIS-OHIO 

Union  Gas  8l  Electric  Company 

8  ft.  water  gas  set  and  rehabilitating  old  gas  plant. 

North  Eastern  Oil  &  Gas  Company 

100,000  cu.  ft.  high  pressure  storage  tank  erected. 

*Mi!es  of  gas  main  in  3"  equivalents. 


LOUISIANA-MISSOURI 

Louisiana  Public  Utilities  Co.,  Inc. 

Converse  to  Many  13.2  K.V.  transmission  line. 
Covington  to  Sltdell  13.2  K.V.  transmission  line. 
Mansfield— 500  K.W.  turbine  installation. 
Crowley — New  25  ton  ice  and  75  ton  storage  plant. 

Missouri  General  Utilities  Company 
Rolla — New  6"  deep  water  well. 

PHILIPPINE  ISLANDS 

Botocan  to  Manila  110  K.V.  transmission  line. 
Botocan  to  Luccna  110  K.V.  transmission  line. 

CANADIAN  MARITIME  PROVINCES 

Maritime  Electric  Company 

Charlottctown — One  400  H.P.  steam  boiler  to  increase 
capacity  of  plant. 

MASSACHUSETTS 

Cambridge  Electric  Light  Company 
East  Cambridge— 13  K.V.  loop. 

Cambridge— New  150,000#  steam  plant  and  2,500  K.W. 
back  pressure  turbo  generator. 

Harvard  steam  line  to  connect  Harvard  University. 
T.  P.  Squires;  2,000  K.V.A.— 13/2.3  K.V.  substation. 
Harvard   University;  3,000   K.V.A.  —  13/2.3  K.V. 
substation. 

Cape  &  Vineyard  Electric  Company 
Orleans — 22  K.V.  transmission  line. 
1,000  K.V.A.;  44/22-4.6/2.3  K.V.  substation. 
Hyannis— 4,000  K.V.A.;   2.3   K.V.  3  phase  60  cycle 
synchronous  condenser. 

Marion  Gas  Company 

*Marion-— 10.8  miles  high  pressure  mains  laid  to  serve 
town  of  Marion. 

West  Boston  Gas  Company 

*Wellesley  Park- — 3.0  miles  high  pressure  main. 
*Saxonville  Park — 6.8  miles  high  pressure  mains. 

NEW  HAMPSHIRE 

New  Hampshire  Gas  and  Electric  Company 

Jaffrey— 2,000  K.V.A.;  110  K.V./5.2  K.V.  automatic 
substation. 

SOUTH  CAROLINA 

Broad  River  Power  Company 

Lyles  Substation — One  132  K.V.  oil  circuit  breaker  and 
air  break  switch. 

FLORIDA 

Florida  Public  Service  Company 

Piedmont  to  Benson  Springs  110  K.V.  transmission  line. 
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WORLD-WIDE  DISTRIBUTION  OF  SHAREHOLDERS 


The  extent  to  which  customer-ownership  activi- 
ties carried  on  throughout  the  areas  served  have 
brought  about  distribution  of  Associated  securi- 
ties among  small  investors  is  reflected  by  this 
chart  which  shows  that  92%  of  Associated  stock- 
holders own  100  or  less  shares  each. 

Registered  security  holders  of  the  System  num- 
ber 220,484  and  are  found  in  every  State  of  the 
United  States,  and  in  25  other  countries  and  their 
dependencies.  New  York  leads  the  States  with 
81,679  security  holders,  and  Holland  the  countries 
abroad  with  5,875.  About  half  of  these  security 
holders  are  Associated  customers  and  employees. 


525S  OWN 

11  TO  100  N\ 

92%  OF 

,/ONLY  8ZV 

STOCKHOLDERS 

/OWN  OVER  100 

OWN  100  OR  LESS 

SHARES  EACH 

40%  OF  STOCKHOLDERS 
OWN  10  OR  LESS  SHARES  EACH 
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ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 


Number  of  Stockholders 

1910   42    1920   121 

1911   46    1921    148 

1912__  47    1922   150 

1913   100    1923   702 

1914   107  1924  6,000 

1915    .  ._  118     1925    38,000 

1916.   145     1926   41,000 

1917   81     1927   56,537 

1918__  115    1928   66,263 

1919   127  1929  190,139 


1930  _ 


.  220,484 


1924  25  26  27  28  29  30 


CUSTOMER-OWNERSHIP 

Security  sales  of  $20,719,892  concluded  a  satis- 
factory year's  operation  of  the  Customer-Owner- 
ship Department.  The  number  of  Investors  was 
increased  by  30,345,  of  whom  25,385,  (more  than 
80%)  were  customers  residing  in  territory  on1  the 
lines  of  the  Associated  Gas  and  Electric  System. 

Since  the  start  of  customer-ownership  activities 
in  1922,  Associated  customers  have  invested 
$94,159,731.  As  of  the  close  of  the  year  there  were 
98,385  customer  investors.  This  means  that  1  in  15 
of  the  service  customers  hold  Associated  securities. 

The  customer  investors  equal  45%  of  the  220,484 
total  registered  security  holders. 


NEW  BUSINESS  DEPARTMENT 


The  New  Business  Department  has  become  a 
reliable  and  important  means  for  securing  in- 
creased electric  and  gas  load  since  its  organization 
on  a  centralized  basis  in  1926.  The  estimated 
annual  revenue  from  new  business  obtained  in 
1930  showed  an  increase  of  45%  over  1929.  Esti- 
mated additional  revenue  to  be  derived  from  the 
sale  of  electricity  and  gas  attributable  to  each 
activity  of  1930,  is  as  follows: 


Electric 

Power  Sales   $2,834,000 

Appliance  Sales   1,241,000 

Commercial  and  Industrial  Lighting  Sales .  . .  1,069,000 

Street  Lighting  Sales   329,000 

New  Domestic  Customers   1,062,000 

Total   $6,535,000 

Gas 

Commercial  and  Industrial  Sales   $  381,000 

Home  Heating  Sales   222,000 

Appliance  Sales   398,000 

New  Domestic  Customers   165,000 

Total   $1,166,000 


Industrial  and  Commercial  Electric  Heating 
divisions  have  been  created  and  surveys  of  pro- 
spective business  were  completed  by  several  of  the 
operating  companies.  Important  electric  heating 


applications  made  during  the  year  in  bakeries,  in 
steel  foundries,  electric  pasteurizers  for  milk  plants 
and  electric  chicken  hatcheries,  indicate  the  grow- 
ing importance  of  electric  heating  as  an  outlet  for 
energy  sales. 

Combined  steam  and  electric  service  for  Har- 
vard University  is  resulting  in  an  increased  annual 
revenue  of  more  than  $250,000  in  addition  to  mak- 
ing possible  greater  economies  in  the  production 
of  steam  and  electricity  in  the  operating  com- 
pany's power  station.  Service  for  the  Delaware, 
Lackawanna  and  Western  Railroad  electrification 
began  during  the  year  with  power  requirements 
in  excess  of  the  original  estimates.  In  the  Southern 
properties,  important  additions  to  power  load 
resulted  from  extension  of  refrigeration  to  fruit 
packing  plants  and  from  truck  farm  irrigation. 

Contacts  with  architects  and  builders  coincident 
with  the  growing  popularity  of  floodlighting  for 
buildings  and  athletic  fields  brought  increased 
commercial  lighting  sales.  Street  lighting  expanded 
as  a  result  of  preparing  five-year  programs  for 
municipalities.  Thus  the  ultimate  desirable  street 
lighting  installation  is  kept  constantly  before  the 
governing  bodies  of  the  municipalities. 

New  residential  gas  heating  business  represented 
an  increase  of  37%  over  the  results  in  1929.  Surveys 


were  conducted  of  the  available  market  for  the 
sale  of  gas  to  hotels,  restaurants,  bakeries,  and 
assistance  was  given  to  the  operating  companies 
in  promoting  the  further  utilization  of  gas  for 
industrial  processes. 

The  Industrial  Development  Division  was 
actively  engaged  in  the  establishment  of  new  in- 
dustrial enterprises  throughout  the  System  and 
cooperated  in  the  expansion  program  of  numerous 
concerns  now  served.  During  the  year,  in  excess  of 
150  new  industries  planned  location  in  Associated 
territory  and  268  industrial  customers  expanded 
operations. 

Extension  of  electric  lines  and  gas  mains  and 
the  wiring  and  piping  of  old  and  new  houses  on 
existing  lines  resulted  in  35,414  new  domestic 
electric  customers  and  5,510  new  domestic  gas 
customers.   With  the  addition  of  other  customers 


thru  normal  growth  there  was  a  net  increase  of 
41,677  electric  and  gas  customers  during  the  year. 

Generally  curtailed  industrial  activity  during 
the  year  made  it  unusually  desirable  that  the  use 
of  gas  and  electricity  in  the  home  be  maintained 
at  a  high  level.  The  New  Business  Department 
responded  to  this  need,  and  sold  2?>%  more  appli- 
ances— water  heaters,  refrigerators,  ranges,  and 
other  load-building  appliances. 

Electric  appliance  sales  during  the  year  totalled 
$7,562,634,  a  24%  gain  over  1929,  which  may  be 
compared  to  a  drop  of  8%  in  sales  of  electrical 
merchandise  for  the  industry  as  a  whole.  Gas 
appliance  sales  were  $2,101,630,  a  gain  of  19% 
over  1929. 

Growth  of  the  appliance  sales  division  is  shown 
by  the  following  record : 


Gas  and  Electric  Appliance  Sales 

1930 

1929 

1928 

1927 

$0,464,264 

$7,678,558 

$2,544,448 

$  677,825 

Estimated  annual  revenue  from  use  of  appliances  sold. . . . 

1,638,107 

1,164,000 

611,152 

218,218 

Number  of  appliance  salesmen  at  end  of  period  

625 

650 

227 

135 

165 

171 

94 

52 

RESIDENTIAL  AND  COMMERCIAL  RATES 


Residential  and  commercial  customers  through- 
out practically  the  entire  gas  and  electric  areas 
served  have  had  the  opportunity  of  making  larger 
use  of  their  services  at  a  progressively  lower  cost. 
This  was  made  possible  by  inducement  types  of 
rates  consisting  of  a  low  energy  charge  plus  a 
moderate  service  charge. 


The  policy  of  permitting  consumers  to  earn 
lower  rates  resulted  in  materially  larger  use  of 
electricity  and  gas  during  1950.  Despite  lower 
average  rates  than  in  1929,  the  revenues  per  cus- 
tomer showed  a  gain,  reflecting  the  extent  to  which 
consumers  took  advantage  of  their  opportunities. 


HISTORICAL  NOTE 

The  Associated  System,  one  of  the  five  oldest  public  utility  groups  in  the  United  States,  will  observe  in 
1931  the  completion  of  a  quarter  century  of  group  management.  It  was  on  March  17,  1906  that  the  Associated 
Gas  and  Electric  Company,  with  its  principal  office  at  Ithaca,  New  York,  was  incorporated  for  the  purpose  of 
bringing  together  a  group  of  gas  and  electric  properties  under  common  management. 

These^ twenty-five  years  have  seen  the  making  of  the  electric  light  and  power  industry  and  the  rejuvenation 
of  the  gas  industry.  But  the  growth  of  the  Associated  System  has  more  than  paralleled  that  of  these  industries. 
From  8,000  customers  in  1906  it  has  grown  to  1,430,000  customers.  The  original  Associated  Companies  are  still 
part  of  the  Associated  System,  the  oldest  being  the  Ithaca  Gas  Light  Company,  which  was  established  in  1852. 
Thus  the  Associated  System  is,  in  effect,  79  years  old. 

In  1926,  the  New  England  Gas  and  Electric  Association  was  formed.  It  is  a  part  of  the  Associated  System 
reporting  separately.  Its  properties  serve  leading  New  England  cities,  including  Worcester,  Cambridge,  New 
Bedford,  Massachusetts;  Portsmouth,  New  Hampshire  and  the  Maritime  Provinces  of  Canada.  The  General 
Gas  and  Electric  Corporation,  which  likewise  reports  separately,  became  a  part  of  the  Associated  System  in 
1929.  Its  properties  serve  in  central  Florida,  ana  Columbia  and  adjacent  areas  in  South  Carolina. 
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Associated  Gas  and  Electric  Company 

ANNUAL  REPORT 

For  the  Year  Ended  December  3  J,  7930 

PRINCIPAL  unit  of  the  System  is  the  Associated  Gas  and  Electric  Company,  the 
subsidiaries  of  which  are  divided  for  operating  purposes  into  eleven  groups.  These 
are  Northwestern  New  York,  Southwestern  New  York,  Central  New  York,  Eastern 
New  York,  Staten  Island,  Long  Island,  Metropolitan  Edison  -  New  Jersey,  Western 
Pennsylvania,  Kentucky-Tennessee- Indiana-Missouri-American  Utilities,  Gas  Utili- 
ties, Manila.  These  properties  serve  1,122,167  customers. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 
ONLY  SINCE  DATES  OF  ACQUISITION 


Year  ended  December  31, 

Increase 

Operating  F.xpenses,  Maintenance,  All  Taxes,  etc  

Provision  for  Retirement  (Renewals,  Replacements),  of 

1930 

1929 

Amount 

% 

$93,623,052.30 

$79,540,913.90 

$14,082,138.40 

17.7 

$45,324,138.80 
4,849,192.79 

$36,299,957.85 
3,371,076.72 

$  9,024,180.95 
1,478,116.07 

24.9 
43.8 

$50,173,331.59 

$39,671,034.57 

$10,502,297.02 

26.5 

$43,449,720.71 

$39,869,879.33 

$  3,579,841.38 

9.0 

Fixed  Deductions  from  Income: 

Subsidiary  Companies  

$  8,093,913.24 
2,283,676.27 
12.123,187.21 

$  7,754,473.52 
2,452.843.85 
10,918,678.32 

$  339,439.72 
I69.167.5S* 
1,204,508.89 

4.4 
6.9' 
11.0 

$22,500,776.72 

$21,125,995.69 

$  1,374,781.03 

6.5 

$20,948,943.99 

$18,743,883.64 

$  2,205,060.35 

11.8 

*  Decrease 


Total  gross  revenues  of  the  Company  in  1930  including  other  income,  but  not 
including  any  non-recurring  income  or  profit  from  sales  of  securities,  were  $95,623,052; 
net  after  depreciation  $43,449,720.     Earnings  were  equivalent  to  $2.30  per  share 


on  the  average  number  of  shares  of 
Class  A  Stock  outstanding. 

The  substantial  accomplish- 
ment of  the  last  half  decade  is  best 
measured  by  the  constantly  im- 
provingearnings  ratio  tofixed  deduc- 
tions as  shown  in  table  opposite: 


Times  Earned  "Over-all" 

Before 

After 

Year 

Depreciation 

Depreciation 

1926 

1.84 

1.62 

1927  

1.99 

1.79 

1928   

2.12 

1.90 

1929   

2.05 

1.89 

1930 

2.15 

1.93 
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The  change  from  the  corresponding  figure 
for  1929,  of  earnings  on  the  stock  was  caused 
largely  by  the  issuance  of  additional  Class  A 
stock  toward  the  close  of  1929.  The  proceeds 
from  this  additional  stock  were  used  to  retire  a 
large  amount  of  prior  charge  securities  and  to 
discharge  current  liabilities  incurred  in  the  pur- 
chase of  the  General  Gas  and  Electric  Corporation 
and  the  Rochester  Central  Power  Corporation. 

Both  gross  and  net  earnings  of  the  company 
showed  a  gain  for  the  year  in  spite  of  the  fact  that 
1930  was  a  subnormal  year,  while  1929  was  an 
abnormally  good  business  year.  This  latter  fact 
of  course  had  an  adverse  effect  on  the  net  earn- 
ings as  did  also  the  substantially  increased  provi- 
sion for  retirement  (renewals,  replacements),  of 
fixed  capital — depreciation,  etc. 

From  the  viewpoint  of  Inherent  stability  of 
earnings,  the  electric  and  gas  utilities  led  other 
industries  during  1930.  This  stability  should 
tend  to  increase  by  reason  of  the  growing  impor- 
tance of  domestic  electric  and  gas  service.  This 
type  of  service  is  noticeably  less  variable  than  in- 
dustrial consumption,  from  the  standpoint  both 
of  amount  used  and  revenues  received.  Associated 
properties  have  above  average  opportunities,  as 
measured  by  purchasing  power  of  inhabitants  in 
the  electric  areas  served.  Census  figures  show  that 
the  per  capita  value  of  manufactured,  mining  and 
agricultural  products  in  counties  in  which  the 
Associated  properties  serve  at  least  half  of  the  pop- 


ulation is  $685,  compared  with  $631  in  all  counties 
of  the  United  States  having  electric  service. 

In  spite  of  current  political  agitation,  there  is 
little  real  demand  from  the  general  public  for  re- 
duction of  rates.  Constant  readjustments  of  sched- 
ules will  continue  to  be  made  to  stimulate  increased 
use  of  the  services.  A  survey,  conducted  on  an 
impartial  scientific  basis  among  electric  and  gas 
customers  during  the  year,  showed  that  they  were, 
on  the  whole,  well  satisfied  with  the  gas  and  elec- 
tric service  received.  4,000  electric  and  gas  cus- 
tomers selected  at  random  from  among  several 
million  in  79  communities  in  five  states  were 
asked,  "Have  you  had  any  trouble  with  your  gas 
and  electric  service?"  95.2%  electric  and  92%  gas 
consumers  had  no  difficulty  whatever  with  their 
service  during  the  past  year. 

Well  managed  utility  companies  probably  have 
little  or  nothing  to  fear  from  an  investigation  of 
their  charges  and  practices.  While  the  history  of 
public  regulation  in  the  United  States  has  involved 
many  threats,  there  have  been  few  actual  injuries 
to  the  companies.  History  may  reasonably  be 
counted  upon  to  repeat  itself  with  respect  to 
utility  companies. 

With  demonstrated  stability  of  earnings  coupled 
with  growth  well  assured,  and  profit  margins  safe- 
guarded by  prospects  of  continuing  economies  in 
production  costs,  the  electric  and  gas  industries 
stand  in  a  preeminent  investment  position. 


FINANCING 


The  Associated  plan  of  finance  is  to  restrict  to  a 
minimum  issues  of  bonds  and  preferred  stocks  of 
operating  subsidiaries.  All  new  money  needed  is 
obtained  as  far  as  practicable  through  the  issuance 
of  securities  of  the  parent  company. 

This  concentration  of  financing  in  the  hands  of 
the  parent  company  provides  a  wider  diversifica- 
tion of  business  and  earnings  for  its  securities.  The 
many  operating  units  geographically  dispersed 
make  possible  larger  individual  security  issues 
which  have  wider  distribution  and  greater  market- 
ability than  would  be  possible  in  the  case  of  single 
operating  units.  Moreover,  the  restriction  of  under- 
lying company  securities  makes  the  earnings  more 
directly  applicable  to  the  securities  of  the  parent 
company. 


DISPOSITION  OF  AVERAGE  MONTHLY 
REVENUE  PER  CUSTOMER 

Expenses  $3.08*- 

Interest  on 
Funded  and 

Unfunded  Debt  $1.43*- 

Balance  after 
Fixed 

Deductions  $2.04*- 

Total  $6.55 
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In  addition  to  obtaining  new  money  needed  for 
operating  properties  on  the  most  advantageous 
basis,  tliis  plan  of  finance  has  made  possible  the  ac- 
quisition of  new  properties  on  a  scale  that  could 
not  have  been  realized  otherwise.  Group  manage- 
ment resulting  from  such  acquisition  has  been 
mainly  responsible  for  the  large  growth  and  devel- 
opment of  the  utility  industry  during  the  past 
quarter  century. 

COMMENT  BY  LONDON  FINANCIAL  TIMES 

The  following  comment  on  the  Associated  plan 
of  finance  made  in  the  Financial  Times  of  London, 
August  29, 1928,  sets  forth  the  essential  features  of 
this  program  which  is  being  continued. 

"In  no  country  lias  the  development  of  public 
utility  enterprises  made  greater  progress  than  in 


the  United  States.  Some  of  the  powerful  corpora- 
tions that  exist  today  had  very  humble  beginnings, 
but,  thanks  to  a  process  of  systematic  consolida- 
tions and  absorptions,  they  now  serve  territories 
and  populations  vastly  greater  than  their  original 
sponsors  had  in  contemplation.  The  fusion  of  geo- 
graphical units,  moreover,  has  invariably  resulted 
in  large  economies  and  greater  efficiency. 

"A  typical  American  example  of  the  new  move- 
ment towards  concentration,  both  administrative 
and  financial,  is  furnished  by  the  Associated  Gas 
and  Electric  System,  which  (was)  established  as  a 
small  gas  company  in  Ithaca,  New  York  State, 
seventy-six  years  ago  (1852)  .  .  .  Where  the  con- 
solidated undertaking  has  most  conspicuously 
scored  is  in  the  lowering  of  the  cost  of  financing 
its  extended  operations.  Previously  the  tendency 


One  of  the  outstanding  facts  of  the  financial  structure  of  the  Company  is  the  small  amount 
of  funded  debt,  being  only  43%  of  the  total  assets  of  the  Company  in  1930 
and  the  secured  debt  which  is  only  15%  of  such  assets. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

and  Subsidiary  end  Affiliated  Companies 

Comparison  of  Total  Assets  with  Funded  Debt  and  Mortgage  and  Secured  Debt 
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was  for  public  utility  corporations  to  have  all  bond 
issues  rest  upon  local  units,  the  parent  company 
usually  holding  the  Common  and  sometimes  the 
Preferred  stock,  and  its  assets  consisting  solely  of 
its  equity  in  the  operating  units.  The  parent  or- 
ganization in  this  way  secured  dominating  control, 
leaving  to  its  subsidiary  enterprises  the  task  of 
finding  through  bond  issues  the  capital  necessary 
for  their  development. 

"The  Associated  group  has  changed  all  that  by 
the  adoption  of  a  new  policy.  Issues  of  bonds  and 
Preferred  stocks  of  operating  subsidiaries  were  re- 
duced to  a  minimum,  and,  in  the  words  of  the 
directors,  the  credit  of  the  parent  corporation  was 
built  up  to  a  point  where  it  could  obtain  all  the 
new  money  needed  for  its  operating  properties 
through  the  issuance  of  its  own  securities." 

124  UNDERLYING,  3  PARENT  COMPANY 
ISSUES  RETIRED 

Following  its  group  financing  plan,  the  Com- 
pany made  considerable  progress  during  the  year 


in  reducing  further  the  number  of  underlying 
security  issues. 

At  the  end  of  1925  there  were  outstanding  93 
underlying  issues  and  8  parent  company  issues. 
At  the  end  of  1930  there  were  102  underlying  issues 
and  14  parent  company  issues.  But  these  five  years 
saw  the  Associated  Company's  greatest  period  of 
expansion,  a  period  during  which  there  were  added 
133  underlying  issues  and  9  parent  company 
issues.  These  133  new  issues  were  constituted 
almost  entirely  of  underlying  securities  of  proper- 
ties acquired,  and  were  not  the  result  of  additional 
underlying  security  financing. 

The  accomplishment  of  the  Associated  plan  of 
finance  in  these  five  years  was  the  retirement  of 
124  underlying  issues  and  3  parent  company 
issues,  in  addition  to  a  very  considerable  reduction 
in  the  size  of  other  outstanding  underlying  issues 
which  is  not  reflected  in  these  figures. 

Progress  made  during  the  five  years,  1925-1930 
in  the  reduction  of  underlying  issues  is  noted  in 
the  following  table: 


Issues  at 

Additions  to 

Retirements  to 

Issues  at 

Dec.  1925 

Dec.  1930 

Total 

Dec.  mo 

Dec.  1930 

Parent  Company  Funded  Debt .... 

3 

8 

11 

3 

8 

Parent  Company  C.  0.  Debentures* 

1 

0 

1 

0 

1 

Parent  Company  Preferred  Stocks*. 

1 

1 

2 

0 

2 

Parent  Company  A,  B,  and  Common 

0 

3 

0 

3 

Total  

8 

9 

17 

3 

14 

67 

83 

150 

83 

67 

12 

34 

46 

23 

23 

14 

16 

30 

18 

12 

Total  

93 

133 

226 

124 

102 

*  In  several  series 


SECURITY  ISSUES  DURING  1930 

A  $39,000,000  issue  of  Associated  Gas  and  Elec- 
tric Company  b%  Convertible  Gold  Debentures 
due  1950  was  distributed  in  the  early  part  of  the 
year.  In  November,  approximately  930,000  shares 
of  $4  Cumulative  Preference  Stock  of  the  Company 
were  exchanged  for  1,860,000  shares  of  Class  A 
Stock.  This  exchange  greatly  reduced  the  amount 
of  A  Stock  outstanding,  and  at  the  same  time  pro- 
vided a  preferred  investment  for  those  holders  de- 
siring to  make  a  change.  During  the  same  month. 


approximately  108,000  shares  of  $6.50  Cumulative 
Preference  Stock  of  the  Company  were  also  issued. 

The  Associated  plan  of  finance,  successfully  pur- 
sued in  the  past,  will  be  continued  during  1931, 
and  in  accordance  with  this  program,  an  issue  of 
$32,000,000  of  Associated  Electric  Company  5% 
Gold  Bonds  due  1961  was  placed  during  April  in 
connection  with  which  the  obligations  relative 
to  the  acquisition  of  Rochester  Central  Power 
Corporation  during  1929  were  met  and  satisfac- 
torily settled. 
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1,122,167  CUSTOMERS 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
Number  of  Customers 


Growth  in  Number  of  Customers 
Served  by  Properties 
in  Associated  Gas  and  Electric  Company 

1916  !0,540  1933 

1917  23,879  1924 

1918  23,836  1925 

1919  25,670  1926 

1920  27,436  1927 

1921  29,170  1928 

1922  44,217  1929 

1930  1,122,167 


1916  17  18  19  20  21  22  23  24  25  26  27  28  29  30 


The  Associated  Gas  and  Electric  Company 
properties  gained  41,130  customers  for  their  elec- 
tric, gas,  and  other  services,  to  make  a  total  of 
1,122,167  now  served.  This  compared  favorably 
with  the  record  of  the  Associated  System  which 
increased  its  customers  by  43,258  to  a  total  of 
1,430,681.  The  entire  electric  industry  in  the 
United  States  gained  554,789  customers  during 
the  year,  and  the  manufactured  gas  industry 
4,269. 

Largest  of  the  groups  of  the  properties  in  the 
Company  is  Northwestern  New  York,  serving 
141,000  electric  and  111,000  gas  customers  in 
Rochester  and  adjacent  area.  Metropolitan-New 
Jersey,  next  in  size,  serves  143,000  electric  and 
21,800  gas  customers  in  Eastern  Pennsylvania  and 
New  Jersey. 


STRENGTH  FROM  DIVERSITY 

Areas  served  by  the  Associated  Company  vary  are  situated  in  21  states  and  the  Philippine  Islands, 
widely  in  location  and  characteristics.  The  3,000  They  range  in  size  from  agricultural  villages  to 
communities  served  by  the  operating  subsidiaries    great  industrial  cities.  It  is  generally  true  that 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  ELECTRIC  OUTPUT 

%  GAIN  12  Months  Ended  December  31,  1930 


Heigh!  of  bars  from  0  to  100  represents 
Electric  Output  for  12  monlhs  ended 
December  31,  1929 

Scale  above  100  represents  %  gain  for 
12  months  ended  December  31,  1930 
over  12  months  ended  December  31, 1929 


Width  of  bars  indicates  relative  total  out- 
put of  Groups  of  Properties  for  1930 
period 
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local  conditions  which  might  have  a  bad  effect  on 
one  section's  business  are  offset  by  conditions 
better  than  usual  in  other  areas.  As  a  result,  the 
Company's  business  is  maintained  at  a  good  aver- 
age level. 

The  1.6%  average  gain  in  electric  output  as 


shown  by  the  chart  illustrates  the  business  stabil- 
ity resulting  from  geographical  diversity  of  prop- 
erties in  the  Associated  Gas  and  Electric  Company. 
The  groups  shown  by  bars  of  the  chart  represent 
groups  which  are  kept  separate -for  operating  con- 
venience and  comparison. 


AUDITING 


In  view  of  current  political  criticism  of  public 
utilities,  the  Associated  Gas  and  Electric  Com- 
pany is  fortunate  in  that  it  has  always  maintained 
a  careful  system  of  auditing. 

The  Associated  System  maintains  a  staff  of  au- 
ditors who  examine  accounts  of  local  offices 
throughout  the  System,  inspecting  consumers' 
accounts  receivable,  consumers'  meter  deposits, 
reports  on  collections,  receipts  for  materials  and 
supplies,  payrolls,  and  to  see  that  customers'  bills 
are  in  agreement  with  meter  readings. 

Other  auditors  who  are  not  concerned  with  the 
daily  business  involving  the  local  accounts,  scruti- 
nize all  financial  transactions  of  the  subsidiary, 
affiliated,  and  auxiliary  companies  that  ultimately 
find  their  way  into  the  financial  statements  of  the 
Company.  Their  work  includes  examination  of 
vouchers  covering  all  expenditures  for  operation 
or  construction,  location  and  inspection  of  securi- 
ties owned,  and  reconciliation  of  all  cash  balances 
with  the  various  depositories.  Outstanding  stocks 
and  bonds  as  shown  by  the  books  are  compared 
with  the  records  of  transfer  agents  and  trustees  to 
make  sure  that  all  securities  have  been  issued  in 
accordance  with  proper  authorizations. 

WIDELY  EXPERIENCED  PERSONNEL 

The  accounts  of  the  various  companies  are  under 
the  supervision  and  control  of  accounting  and 
financial  men  who  have  had  long  experience  in  the 
public  utility  business. 

H,  C,  Hasbrouck,  a  member  of  the  Associated 
auditing  staff,  is  the  present  Chairman  of  the  Com- 
mittee on  Classification  of  Accounts  of  the  Na- 
tional Electric  Light  Association,  and  a  member  of 
a  similar  committee  of  the  American  Gas  Associa- 
tion. These  committees,  in  cooperation  with  the 
National  Association  of  Railway  and  Utilities 
Commissioners,  have  had  a  great  deal  to  do  with 
devising  the  rules  and  regulations  which  are 
enforced  by  state  commissions  all  over  the  United 
States.  These  accounting  rules,  altho  not  required 


by  law  for  such  companies,  are  also  the  guide  for 
most  public  utility  holding  companies'  account- 
ing. In  addition,  Air.  Hasbrouck  was  for  many 
years  the  head  of  the  accounting  and  statistical 
division  of  the  Public  Service  Commission  of  New 
York  State. 

H.  C.  Hopson,  Treasurer  and  Vice  President  of 
the  Company,  in  charge  of  all  accounting  and 
financial  activities,  was  with  the  financial  and 
statistical  section  of  the  Interstate  Commerce 
Commission,  and  later,  from  1908  to  1915,  first 
head  and  organizer  of  the  Division  of  Capitaliza- 
tion which  handled  all  the  financial  matters  of 
the  Public  Service  Commission  of  New  York. 
He  is  also  a  Certified  Public  Accountant. 

J.  M.  Daly,  also  a  Vice  President,  who  assists  in 
supervising  auditing,  financial  and  statistical  ac- 
tivities, received  training  with  the  Public  Service 
Commission  of  New  York,  as  did  G.  A.  Wood,  who 
together  with  George  Geekie,  formerly  with  the 
Interstate  Commerce  Commission,  are  actively 
connected  with  the  auditing  affairs  of  the  System. 
Both  the  latter  are  Certified  Public  Accountants. 

In  this  connection,  it  is  appropriate  to  mention 
DeWitt  Clinton  of  the  New  England  Gas  and 
Electric  Association.  Mr.  Clinton  was  for  many 
years  Treasurer  of  the  city  of  Worcester,  Massa- 
chusetts, lie  then  became  Treasurer  of  the  Wor- 
cester Gas  Light  Company,  one  of  the  oldest  and 
best  known  gas  companies  in  the  United  States. 
While  in  this  capacity  he  became  a  member  of 
the  Committee  on  Classification  of  Accounts  of 
the  American  Gas  Association.  Upon  the  form- 
ation of  the  New  England  Gas  and  Electric  Asso- 
ciation he  became  its  chief  accounting  officer. 
Through  his  death,  which  occurred  at  the  time  of 
writing  this  report,  the  Associated  Gas  and  Elec- 
tric System  and  the  gas  industry  suffered  the  loss 
of  a  man  of  high  character  who  was  thoroughly 
trained  in  sound  accounting  principles  and  prac- 
tices. 
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INDEPENDENT  AUDITS 

Because  of  the  rapid  growth  of  the  Company,  it 
has  been  considered  wise  to  continue  independent 
audits,  a  practice  begun  when  the  Company  was 
smaller.  Consulting  advice  and  practical  com- 
ments from  auditors  of  national  reputation  have 
thus  also  been  made  available  for  the  Associated 
Gas  and  Electric  Company  and  the  several  major 
affiliated  and  subsidiary  companies.  These  auditors 
examine  the  official  current  reports  of  the  com- 
panies and  the  audits  of  other  public  accountants 
of  certain  of  the  subsidiary  companies  and  from 
this  information,  and  their  own  independent  audits. 


verify  the  compilation  of  the  consolidated 
statements  to  which  their  certificate  has  regularly 
been  attached  for  many  years. 

Messrs.  Haskins  and  Sells  do  most  of  this.  This 
firm  has  audited  the  accounts  of  the  Associated 
Gas  and  Electric  Company  since  the  issuance  of 
the  first  report  of  the  Company  21  years  ago. 
Other  firms  of  similar  standing  have  from  time  to 
time  made  regular  and  special  audits  of  various 
companies  in  the  System. 

At  the  time  of  the  writing  of  this  report  the 
customary  examination  of  the  records  for  the  year 
1930  is  under  way,  and  the  reports  of  such  exam- 
inations are  being  received  as  they  are  completed. 


CONCLUSION 


At  the  time  of  releasing  this  report  (May  20, 
1931,)  it  appears  that  the  results  for  the  current 
year  will  differ  little  from  those  of  1930.  Normal 
business,  it  is  expected,  will  not  return  before  1932. 
Realization  of  earnings  from  the  large  number  of 
load-building  appliances  placed  and  to  be  placed 
on  the  lines,  should  show  a  substantial  increase 
in  the  earnings  applicable  to  the  equity  stock 
at  that  time.  In  addition,  the  securities  issued  in 
payment  on  the  acquisition  of  operating  proper- 
ties will  have  become  more  completely  digested. 
This  should  make  possible  financing  on  a  more 
economical  basis,  with  consequent  larger  earnings 
for  the  equity  stocks. 

The  company,  at  the  present  time,  is  in  a  strong 
position  from  the  standpoint  of  relationship  of 
equity  securities  to  debt  and  fixed  income  charges. 
Security  holders  have  reason  to  feel  well  pleased 
with  the  improvement  in  the  company's  financial 
structure,  which  was  necessary  in  order  to  bring 
about  safely  the  increase  in  its  size  and  at  the  same 
time  the  enhancement  of  stability. 

There  was  little  liquidation  of  Associated  stocks 
and  other  securities  of  the  company  by  holders 


during  the  year.  The  Class  A  stock,  which  is  the 
most  widely  held  security  of  the  company,  has 
been  steadily  acquired  by  a  constantly  increasing 
number  of  holders,  indicating  their  fundamental 
confidence  in  the  continued  and  growing  success 
of  this  enterprise. 

Comprehensive  data  have  been  assembled  in 
this  report  showing  in  statistical  and  graphic  form 
the  vital  facts  of  the  growth  of  the  company  over 
a  considerable  period  of  years.  In  this  time  of 
pessimism,  when  the  investing  public  is  inclined 
to  look  only  at  the  current  nearby  situation,  it  is 
particularly  important  to  consider  the  progress 
of  a  business  from  a  long  range  point  of  view. 
The  facts  here  presented  indicate  the  progressive 
expansion  and  seasoned  soundness  of  the  company 
which  this  year  has  passed  the  25th  milestone 
since  Its  foundation  in  1906. 

Respectfully  submitted. 

For  the  Board  of  Directors, 

J.  I.  MANGE, 

President 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

CONDENSED  CONSOLIDATED  INCOME  ACCOUNT 

For  the  year  ended  December  51,  1950 

(Income  of  Companies  acquired  during  the  year  is  included  only 
from  approximate  dates  of  acquisition  to  December  31,  1930) 

Operating  Revenues  : 

This  represents  the  amount  billed  to  customers  for  electricity,  gas,  water,  etc. 

Electric   $63,921,577.29 

Gas   12,061,832.39 

Water,  Transportation,  Heat  and  Miscellaneous   8,235,883.06 

Total  Operating  Revenues   $84,219,292.74 

Operating  Expenses,  Maintenance  and  Taxes  {including  Companies'  Accru- 
als for  1930  Federal  Income  Taxes)   $45,324,138.80 

Covers  all  the  expenses  of  operation,   including   maintenance,  materials, 
purchased  electricity,  accounting,  management,  etc. 

Provision  for  Retirement  (Renewals,  Replacements),  of  Fixed  Capital 

—Depreciation,  Etc   4,849,192.79 

The  amount  accrued  for  retiring  property  due  to  obsolescence  or  inadequacy. 

Total  Operating  Expenses,  Etc  

Operating  Income  

Amount  remaining  after  all  expenses  and  taxes  have  been  deducted. 

Other  Income: 

Earnings  of  Non-utility  Subsidiaries  (not  included  in  consolidation)  applicable 

to  Associated  Gas  and  Electric  Company  

Income  from  Affiliated  Holding  and  Investment  Companies  

Other  Interest,  Dividends  and  Miscellaneous  Non-operating  Net  Income . . . 

Gross  Income  

Less — Fixed  Charges  and  Other  Deductions  : 

Subsidiary  Companies: 

Subsidiary  Companies'  Interest  on  Funded  and  Unfunded  Debt  (less  Interest 

during  Construction)   $  5,393,891.98 

Subsidiary  Companies*  Preferred  Stock  Dividends   2,479,035.81 

Group  Companies'  Interest  on  Funded  Debt  and  Preferred  Stock  Dividends  2,283,676.27 
Income  applicable  to  Common  Stocks  of  Subsidiary  Companies  held  by  the 

Public   220,985.45 

Balance  

Fixed  Interest  Requirements  of  Associated  Gas  and  Electric  Company: 

Funded  Debt   $11,250,372.31 

Unfunded  Debt   872,81 4.90 

I  Times  Earned — Bejore  Depreciation  

flofio  <to*fl*   J  Times  Earned— Ajter  Depreciation  

number  of  time)  \                         ,tm         „„      n  ,       n          '  •• 
interest  is  earned.    Times  Earned   Over-all  — bejore  Depreciation  

[  Times  Earned  "Over-alt" — Ajler  Depreciation  

Balance  


50,173,531.59 


$34,045,961.15 


5,004,272.28 
3,247,263.20 
1,152,224.08 

$43,449,720.71 


$35,072,131.20 


3.13 
2.73 
2  15 
i.93 

$20,948,945.99 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

STATEMENT  OF  CONSOLIDATED  SURPLUS 

For  the  year  ended  December  31,  1950 


Balance— January  1,  1930   $  5,053,205.45 

Balance  of  Income,  Year  ended  December  31,  1930   20,948,943.99 

Other  Credits  Net)   313,142.67  $26,315,292.11 


Deductions: 

Interest  on  Obligations  Convertible  into  Stock  at   Company's  Option...  $  5,064,492.00 

Dividends  on  Preferred  Stock   2,830,482.55 

Priority  Dividends  on  Class  A  Stock    11,351,564.12 

Priority  Dividends  on  Class  B  Stock    1,165,443.49 

Amortization   1,520,727.07 

Additional  Provision  for  Retirement    (Renewals,   Replacements),  of  Fixed 

Capital— Depreciation,  etc   1,311,838.56  23,244,547.79 

Balance— December  31,  1930  •  $  3,070,744.32 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 


CONDENSED  CONSOLIDATED  BALANCE  SHEET 


December  31,  1950 

(After  giving  effect  to  funding  in  February  1931  of  temporary  obliga- 
tions issued  to  acquire  the  Rochester  Central  Power  Corporation.) 


ASSETS  SIDE 


PLANT,  PROPERTY,  FRANCHISES  AND  COST  OF  ACQUIRING  CAPITAL   $753,895,078.51 

This  amount  represents  the  value  of  generating  equipment,  systems  for  the  transmission  and 
distribution  of  electricity,  gas,  water,  etc.,  and  also  includes  the  cost  to  the  company  of  raising 
money  through  sale  of  stocks  and  obligations  without  fixed  date  of  maturity. 

INVESTMENTS  (Principally  Investments  in  and  Advances  (Net)  to  Subsidiary  and  Affiliated  Com- 
panies not  included  in  the  Consolidation)   123,567,554.26 

The  principal  investments  are  in  the  General  Gas  &  Electric  Corporation  and  Eastern  Utilities 
Investing  Corporation. 

CASH   10,684,808.80 

The  cash  in  bank  and  on  hand  to  pay  current  obligations. 

SPECIAL  DEPOSITS   2,284,385.26 

This  includes  cash  deposits  for  specific  purposes,  such  as  funds  for  the  payment  of  interest  on 
bonds. 

ACCOUNTS  RECEIVABLE— CONSUMERS,  LESS  RESERVE   7,444,851.15 

The  amount  of  money  due  the  operating  companies  for  gas,  electricity,  water  and  other  utility 
services. 

NOTES  AND  ACCOUNTS  RECEIVABLE—MISCELLANEOUS   6,697,496.27 

The  amount  of  money  due  from  purchasers  of  gas  and  electric  appliances,  and  from  other 
miscellaneous  sources. 

MATERIALS  AND  SUPPLIES   5,830,377.87 

The  cost  of  all  supplies  carried  in  stock  necessary  for  efficient  and  prompt  service.  This  includes 
coal,  oil,  cable,  wire,  gas  pipe,  poles,  repair  parts,  etc. 

SINKING  FUNDS  FOR  RETIREMENT  OF  BONDS..   165,462.65 

This  includes  cash  deposits  with  trustees  to  conform  with  indenture  requirements. 

PREPAID  EXPENSES   625,389.20 

The  amount  of  insurance  premiums,  taxes,  etc.  paid  in  advance  and  not  as  yet  chargeable  to 
expenses. 

MISCELLANEOUS  ITEMS  IN  SUSPENSE   3,418,221.48 

Miscellaneous  expenditures,  the  final  disposition  of  which  has  not  been  determined  and  items 
being  written  ofFover  a  period  of  years. 

UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE   7,395,168.10 

The  balance  of  discount  and  expense  in  connection  with  the  issue  and  sale  of  Ironds,  to  be  charged 
off  over  the  life  of  the  various  bond  issues. 


TOTAL  ASSETS  SIDE   $922,008,793.55 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

CONDENSED  CONSOLIDATED  BALANCE  SHEET 

December  31,  1930 

(After  giving  effect  to  funding  in  February  1931  of  temporary  obliga- 
tions issued  to  acquire  the  Rochester  Central  Power  Corporation) 

LIABILITIES  SIDE  AND  CAPITAL 

CAPITAL  STOCK  AND  SURPLUS: 
Associated  Gas  and  Electric  Company: 

Preferred  Stocks,  Class  A  (4,176,392  shares)  and  B  (614,366  shares)  Stocks 

and  Common  Stock  (1,494,777  shares)_Capital  and  Surplus   $317,475,178.25 

Subsidiary  Companies: 

Preferred  Stocks— Stated  at  Liquidation  Values   $  48,893,130.00 

Common  Stocks  and  Surplus  Applicable  Thereto   2,721,468.21  51,614,598.21 

Total  Capital  Stock  and  Surplus   $369,089,776.46 

OBLIGATIONS  CONVERTIBLE  INTO  STOCK  AT  COMPANY'S  OPTION   76,003,224.00 

Various  debentures  without  fixed  date  of  maturity  which  by  their  terms  are  now  convertible 
into  some  class  of  the  Company's  capital  stock  at  the  option  of  the  Company. 

FUNDED  DEBT: 

Associated  Gas  and  Electric  Company: 

5>£%  Convertible  Investment  Certificates   $  27,665,325.00 

5H%  Convertible  Gold  Debentures  due  1977   5,993,000.00 

5%  Gold  Debenture  Bonds  Consolidated  Refunding  due  1968  49,413,480.00 

iVl%  Convertible  Gold  Debentures  due  1949    51,740,700.00 

i'A%  Convertible  Gold  Debentures  due  1948    3,872,040.00 

5%  Convertible  Gold  Debentures  due  1950    37, 139,000.00 

Other   27,160,503.39  $202,984,048.39 


Subsidiary  Companies'  Bonds  Held  by  Public: 

Group  Companies   $  65,634,000.00 

Other  Subsidiaries   128,618,025.00  194,252,025.00 


Total  Funded  Debt   397,236,073.39 

NOTES  PAYABLE   15,005,084.00 

Loans  incurred  to  meet  current  construction  expenditures. 

ACCOUNTS  PAYABLE   3,060,540.97 

The  total  bills  rendered  for  materials,  services  and  other  items,  approved  for  payment. 

ACCRUED  INTEREST,  DIVIDENDS  AND  MISCELLANEOUS   10,227,875.98 

The  amount  of  interest,  dividends,  etc.  applicable  to  1930  but  not  yet  due  for  payment. 

ACCRUED  TAXES   2,623,661.19 

The  total  of  taxes  applicable  to  the  year  1930  which  are  accrued  but  not  yet  due. 

CONSUMERS'  DEPOSITS   3.716,830.82 

The  amount  deposited  by  gas,  electric,  water  and  other  consumers  as  security  for  payment  of 
their  bills. 

RESERVE  FOR  RENEWALS,  REPLACEMENTS  AND  RETIREMENT  OF  PROPERTY  40,169,863.43 
The  amount  reserved  for  replacing  or  retiring  property  as  it  wears  out,  becomes  obsolete  or 
inadequate,  and  is  for  the  protection  of  the  holders  of  the  Company's  securities. 

OTHER  RESERVES   4,985,863.31 

Miscellaneous  reserves  to  cover  various  contingencies.   


TOTAL  LIABILITIES  SIDE  AND  CAPITAL   $922,008,793.55 
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Associated  &as  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1926  to  1930  inclusive 


ASSETS  SIDE 


1930 

1929 

1928 

1927 

1926 

Capital  Assets: 

Plant,  Property,  Franchises 

and    Cost    of  Acquiring 

Capital  

$753,895,078.51 

$634,940,391.96 

$242,091,175.42 

$236,312,524.24 

$231,258,132.70 

Investments  (Including  In- 

vestments in  and  Advances 

(net)  to  Subsidiary  and 

Affiliated  Companies  not 

included  in  the  Cousolida- 

123,667,554.26 

228,386,863.82 

51,417,044.31 

58,957,542.09 

1,248,861.98 

Total  Capital  Assets 

/ 

I 

$877,462,632.77 

$863,327,255.78 

$293,508,219.73 

$295,270,066.33 

$232,506,984.68 

I 
1 
j 
1 
/ 

Current  Assets: 

Cash,  Call  Loans  and  Special 

12,969,194.06 

11,698,402.69 

7,013,643.71 

5,717,510.94 

9,047,200.91 

Accounts  Receivable:  Con- 

7,444,851.15 

6,636,394.45 

2,599,244.54 

2,853,844.96 

3,083,753.04 

Notes  and  Accounts  Receiv- 

able, Miscellaneous  

6,697,496.27 

4,342,093.11 

4,007,344.14 

4,371,311.16 

6.259,352.33 

5,830,377.87 

6,600,466.82 

2,555,911.57 

2,926,419.38 

3,164,174.97 

Total  Current  Assets 

$  32,941,919.35 

$  29,277,357.07 

$  16,176,143.96 

$  15,869,086.44 

$  21,554,481.25 

Sinking  Funds  for  Retirement 

165,462.65 

106,706.45 

39,638.30 

81,356.48 

184,216.99 

Deferred  Charges: 

Prepaid  Expenses  

625,389.20 

644,039.68 

434,436.44 

457,283.20 

477,361.97 

Miscellaneous  Items  in  Sus- 

3,418,221.48 

4,631,684.21 

1,059,775.84 

1,023,889.72 

438,625.75 

Unamortized  Debt  Discount 

7,395,168.10 

2,504,499.71 

7,296,279.99 

Total  Deferred  Charges 

$  11,438,778.78 

$  7,780,223.60 

$  8,790,492.27 

$  1,481,172.92 

$  915,887.72 

Total  Assets  Side 

$922,008,793.65 

$900,491,542.90 

$318,514,494.26 

$312,701,682.17 

$255,161,669.64 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 


COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1926  to  1930  inclusive 

LIABILITIES  SIDE  AND  CAPITAL 


Capital  Stock  and  Surplus: 
Preferred  Stocks,  Class  A 
and  B  Stocks  and  Coi 
mon  Stock,   Capital  and 
Surplus  

Subsidiary  and  Affiliated 
Companies'  Stocks: 

Preferred  Stocks  

Common  Stocks  and  Surplus 
Applicable  Thereto  

Total  Subsidiary  and 
Affiliated  Companies' 
Stocks  

Obligations  Convertible  into 
Stock  at  Company's  Option. 
Funded  Debt: 

Associated  Gas  and  Electric 

Company  

Group  Companies  

Subsidiary  and  Affiliated 
Companies  

Total  Funded  Debt.... 
Property  Purchase  and  Stock 
Contract  Obligations  

Current  Liabilities: 

Notes  Payable  

Accounts  Payable  

Accrued  Interest,  Dividends 
and  Miscellaneous  Ac- 
counts  

Accrued  Taxes  

Total  Current  Liabilities 

Consumers'  Deposits  

Reserves: 

Renewals,  Replacements  and 
Retirement  of  Property. . . 
Other  Reserves  

Total  Reserves  

Total  Liabilities  Side 
and  Capital  


$317,475,178.25 


48,893,130.00 
2,721,468.21 


$286,044,320.67 


52,151,139.00 
3,884,091.31 


$100,206,602.90 


145,015.00 
3,400.00 


$  99,964,991.41 


4,504,970.00 
42,423.75 


$  79,195,935.60 


6,415,200.00 
8,207.43 


$  51,614,598.21 
76,003,224.00 


202,984,048.39 
65,634,000.00 


$  56,035,230.31 
89,392,119.03 


217,834,661.75 
36,592,500.00 


125,796,488.54 


$  148,415.00 
16,332,548.43 


106,869,541.00 
17,955,000.00 


26,680,050.00 


$  4,547,393.75 
13,459,350.00 


47,873,317.50 
61,230,000.00 


38,622,500.00 


$  6,423,407.43 
6,104,150.00 


18,831,350.00 
64,999,000.00 


44,769,600.00 


$397,236,073.39 


15,005,084.00 
3,060,540.97 


10,227,875.98 
2,523,661.19 


$380,223,650.29 


32,428,058.04 
6,862,508.33 


10,469,741.14 
3,984,398.95 


$151,504,591.00 
1,986,483.81 


21,893,837.93 
3,388,732.26 


3,521,729.62 
1,610,466.41 


$147,725,817.50 
2.393,724.00 


20,717,066.55 
1,400,721.82 


3,469,747.48 
1,461,324.66 


$128,599,950.00 
1,385,827.00 


8,097,316.67 
2,806,616.43 


2,811,117.23 
1,232,918.12 


30,817,162.14 
3,716,830.82 


40,159,863.43 
4,985,863.31 


$  53,744,706.46 
4,813,958.94 


28,200,377.38 
2,037,179.82 


30,414,766.22 
1,950,523.59 


14,439,574.63 
1,530,9S8.6S 


$  27,048,860.51 
1,861,373.82 


12,702,032.63 
2,998,138.55 


$  14,947,968.45 
1,648,526.35 


14,279,659.45 
2,576,145.36 


$  45,145.726.74 


$  30,237,557.20 


$  15,970,563.31 


$  15,700,171.18 


$  16.855,804.81 


$922,008,793.55 


$900,491,542.90 


$318,514,494.26 


$312,701,682.17 


$255,151,569.64 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 
ONLY  SINCE  DATES  OF  ACQUISITION 


For  years  ended  December  3lsi 


1930 

1929 

1928 

1927 

1926 

Operating  Revenues: 

Gas  

Water,  Transportation,  Heat  and 
Miscellaneous  

Total  

Operating  Expenses,  Maintenance 

Provision   for   Retirement  (Re- 
newals, Replacements),  of  Fixed 
Capital — Depreciation,  etc  

Total  

Operating  Income  

Other  Income  

Gross  Income  

Less  Fixed  Charges  and  Other  De- 
ductions:   Subsidiary  and  AfTdi- 

Group  Companies  

Total  

Fixed  Interest  Requirements  of 
Associated  Gas  and  Electric  Co. : 

Interest  on  Funded  Debt  

Interest  on  Unfunded  Debt .... 

Total  

Times  Earned  "Oi'er-all" : 

Bejore  Depreciation  

$63,921,577.29 
12,061,832.39 

8,235,883.06 

$54,878,680.51 
9,636,030.66 

4,388,542.46 

$24,531,431.00 
4,490,146.54 

3,335,535.77 

$23,302,139.58 
4,147,801.08 

3,873,346.21 

$21,504,148.71 
2,188,693.13 

4,370,284.09 

$84,219,292.74 
45,324,138.80 

4,849,192.79 

$68,903,253.63 
36,299,957.85 

3,371,076.72 

$32,357,113.31 
18,290,276.40 

1,830,454.52 

$31,323,286.87 
18,264,654.74 

1,698,731.00 

$28,063,026.93 
15,521,978.16 

1,627,193.10 

$50,173,331.59 

$39,671,034.57 

$20,120,750.92 

$19,963,385.74 

$17,149,171.26 

$34,045,961.15 
9,403,759.56* 

$29,232,219.06 
10,637,660.27 

$12,236,382.39 
3,934,755.50 

$11,359,901.13 
3,973,454.32 

$10,913,854.67 
1,220,262.03 

$43,449,720.71 

8,093,913.24 
2,283,676.27 

$39,869,879.33 

7,754,473.52 
2,452,843.85 

$16,171,137.89 

605,427.90 
2,784,382.20 

$15,333,355.45 

1,934,801.58 
3,715,811.90 

$12,134,116.70 

3,263,952.66 
2,352,012.61 

$10,377,589.51 

$10,207,317.37 

$  3,389,810.10 

$  5,650,613.48 

$  5,615,965.27 

$33,072,131.20 

11,250,372.31 
872,814.90 

$29,662,561.96 

7,763,685.06 
3,154,993.26 

$12,781,327.79 

4,072,947.72 
1,031,175.18 

$  9,682,741.97 

2,359,339.64 
530,662.93 

$  6,518,151.43 

1,437,841.28 
413,517.95 

$12,123,187.21 

$10,918,678.32 

$  5,104,122.90 

$  2,890,002.57 

$  1,851,359.23 

2.15 
1.93 

$20,948,943.99 

2.05 
1.89 

lialio  showing 
$18,743,883.64 

2.12 

1.90 
number  of  limes 

$  7,677,204.89 

1.99 
1.79 

interest  is  earned. 
$  6,792,739.40 

1.84 
1.62 

$  4,666,792.20 

*For  detail  see  page  18. 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

CONDENSED  CONSOLIDATED  STATEMENT  OF  CAPITAL  RECEIPTS  AND  CAPITAL  DISBURSEMENTS 

December  31,  1929  io  December  31,  1930 

(After  giving  effect  to  funding  in  February,  1931  of  temporary  obliga- 
tions issued  to  acquire  the  Rochester  Central  Power  Corporation) 

CAPITAL  RECEIPTS 

Cash  Balance,  at  December  31,  1929   $  11,698,402.69 

Balance  of  Undistributed  Earnings — Transferred  to  Surplus   20,948,943.99 

Increase  in  Optional  and  Other  Reserves   14,908,169.54 

Capital  Issues,  Including  Conversions  and  Exchanges: 
Preferred  Stock  of  Company: 

$7.00  Dividend  Series   28,219  Shares      $  2,821,900.00 

$5.00  Dividend  Series   96,211  Shares         9,621,053.41  $12,442,953.41 

Preference  Stock  of  Company: 

$6.50  Cumulative  Preference                      108,775  Shares  $10,877,500.00 

$4.00  Cumulative  Preference                      934,539  Shares  46,726,950.00  57.604.450.00 

Total  Stock   $70,047,403.41 

Funded  Debt  of  Company: 

6%  Convertible  Gold  Debentures,  due  1950   $37,139,000.00 

6%  Convertible  Gold  Debentures,  due  1965   23,900.00 

$1.60  Interest  Bearing  Allotment  Certificates   4,506,690.00 

$8.00  Interest  Bearing  Allotment  Certificates   10,510,280.00  52,179.870.00  122,227,273.41 

Capital  Stocks  of  Subsidiaries: 

Minority  Common  Stocks  of  Properties  Acquired  in  1930  $  187,292.68 

Preferred  Stocks  ofProperties  Acquired  in  1930   3,402,000.00  $  3,589,292.68 

Funded  Debt  of  Subsidiaries: 

Funded  Debt  on  Properties  Acquired  in  1930   $  4,674,800.00 

Group  Companies   29,041.500.00 

Subsidiaries  Bonds  Issued                                                       8,920,500.00        42.656,800.00  46,226,092.68 

Total  Capital  Receipts   $216,008,882.31 


CAPITAL  DISBURSEMENTS 

Increase  in  Capital  Assets   $  14,135,376.99 

Increase  in  Excess  of  Current  Assets  Over  Current  Liabilities   9,054,225.51 

Increase  in  Deferred  Charges   3,658,555.18 

Decrease  in  Notes  Payable   17,422,974.04 

Capital  Securities  Retired  through  Redemption.  Conversion,  Purchase  or  Exchange: 
Preferred  Stocks  of  Company: 

Original  Series   3,049  Shares      $  152,450.00 

$6.50  Dividend  Series   14,409  Shares  1,440,900.00 

$6.00  Dividend  Series   11,292  Shares          1,129,200.00      $  2,722,550.00 

Class  A,  Class  B  and  Common  Stock  and  Capital  Surplus: 
Class  A— Net  Decrease   1,640,979  Shares  \ 

Class  B — Increase                                    1 14,366  Shares  \  33,911,534.70 

Common — Net  Decrease   208,761  Shares  J   


Total  Stock   $36,634,084.70 

Obligations  of  Company  Convertible  Into  Stock   $13,388,895.03 

Funded  Debt  of  Company                                                   67,030,483.36       80.419.378.39  117,053,463.09 

Capital  Stocks  of  Subsidiaries: 

Common  Stocks  $  1,349,915.78 

Preferred  Stocks   6.660.009.00      $  8,009,924.78 

Funded  Debt  of  Subsidiaries                                                                      10,775,763.54  18,783,688.32 

Dividends  and  Miscellaneous  Items  Charged  Against  Surplus  (Net)   22.931,405.12 

Total  Capital  Disbursements   $203,039,688.25 

Cash  Balance  at  December  31,  1930   12,969,194.06 

Total   $216,008,882.31 
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Associated  Gas  and  Electric  Company 


COMPARATIVE  CONDENSED  INCOME  ACCOUNT 


For  years  ended  December  51st 


1930 

1929 

1928 

1927 

1926 

Gross  Income  (Excluding  non- 

(57  Q7T  CB7  nd 

ftOt;  JIT  lfM  7E 

?  -!b,413,104./0 

!pij,o/b,Mo.yy 

5>  o,o/b,4UU.b4 

$  b,UoU,082./l 

Fix  ED  Charges: 

Interest  on  Funded  Debt . . . 

11,296,962.77 

7,968,117.67 

4,176,072.72 

2,359,339.64 

1,440,743.02 

Interest  on  Unfunded  Debt. . 

1,194,736.46 

3,154,993.26 

1,032,132.28 

541,822.68 

414,006,87 

Total  

$12,491,699.23 

$11,125,110.93 

$  5,208,205.00 

$  2,901,162.32 

$  1,854,749.89 

Balance  

$21,381,987.85 

$15,289,993.82 

$  7,468,111.99 

$  5,975,238.32 

$  4,225,332.82 

Interest  on  Obligations  Con- 

vertible into  Slock  at  Com- 

5,140,143.00 

2,641,990.20 

991,773.04 

534,086.90 

472,673.48 

Balance  Transferred  to 

$16,241,844.85 

$12,648,003.62 

$  6,476,338.95 

$  6,441,151.42 

$  3,752,659.34 

Associated  Gas  and  Electric  Company 

STATEMENT  OF  SURPLUS 

For  tile  year  ended  December  31,  1950 

Balance— January  1,  1930    $  910,076.85 

Balance  of  Income,  Year  ended  December  31,  1930   16,241,844.85  $17,151,921.70 

Deductions: 

Dividends  on  Preferred  Stock   $  2,830,482.55 

Priority  Dividends  on  Class  A  Slock   11,355,230.79 

Priority  Dividends  on  Class  B  Stock   1,165,443.49 

Amortization   776,399.11 

Miscellaneous   10,166.62  16,137,722.56 

Balance— December  31,  1930   $  1,014,199.14 
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Associated  Gas  and  Electric  Company 

COMPARATIVE  BALANCE  SHEET 

December  31,  1926  to  1930  inclusive 

(1930  adjusted  to  give  effect  to  funding  in  February  1931  of  temporary 
obligations  issued  to  acquire  the  Rochester  Central  Power  Corporation) 

ASSETS  SIDE 

Investments,  Capital  Assets 
and  Advances  to  Subsidiary 

Current  Assets: 

Cash  

Notes  and  Accounts  Receiv- 

Total  Current  Assets . . . 

Deferred  Charges: 

Prepaid  Accounts  

Suspense  

Unamortized  Debt  Discount 
and  Expense  

Total  Deferred  Charges. 

Total  Assets  Side  ... . 

1930 

1929 

1928 

1927 

1926 

$598,940,618.47 

8,148,653.72 
106,031.78 

$631,969,843.96 

9,696,800.42 
104,651.86 

$246,261,809.50 

5,805,085.18 
2,923,646.93 

$178,975,965.45 

4,471,411.68 
3,104,881.75 

$  98,258,175.81 

6,036,256.66 
6,022,503.46 

$  8,254,685.50 

75,289.40 
48,563.37 

7,453,845.60 

$  9,801,452.28 
90,485.14 

$  8,728,732.11 

117,391.64 
224,999.42 

5,347,589.63 

$  7,576,293.43 

80,709.83 
457,533.72 

$  12,058,760.12 

53,147.43 
304,573.78 

$  7,577,698.37 

$  90,485.14 

$  5,689,980.69 

$  538,243.55 

$  357,721.21 

$614,773,002.34 

$641,861,781.38 

$260,680,522.30 

$187,090,502.43 

$110,674,657.14 

LIABILITIES  SIDE  AND  CAPITAL 

Capital  Stock  and  Surplus: 
Preferred,  Class  A  and  B 
Stocks  and  Common  Stock 
— Capital  and  Surplus. .  . . 
Obligations  Convertible  in- 
to Stock  at  the  Company's 

Funded  Debt  

Contractual  Obligations  . . . 

Accounts  Payable   

Accrued  Dividends,  Interest, 
and  Miscellaneous  Accounts. 

Total  Liabilities  Side 

1930 

1929 

1928 

1927 

1926 

$310,491,088.00 

76,003,224.00 
204,158,668.39 

15,000,000.00 
40,550.00 

6,741,747.88 
2,337,724.07 

$288,827,907.21 

97,597,380.03 
218,523,581.75 

26,970,000.00 

9,154,834.74 
788,077.65 

$108,086,387.40 

16,332,548.43 
109,369,541.00 
1,463,247.03 
21,504,400.00 
318,983.76 

3,597,653.24 
7,761.44 

$100,384,938.23 

13,467,266.66 
47,873,907.50 
1,749,275.00 
20,535,000.00 
256,951.88 

1,311,122.32 
1,512,040.84 

$  76,899,608.84 

6,104,150.00 
18,831,350.00 
724,683.00 
4,650,000.00 
1,619,950.90 

474,433.80 
1,370,480.60 

$614,773,002.34 

$641,861,781.38 

$260,680,522.30 

$187,090,502.43 

$110,674,657.14 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

STATEMENT  OF  SECURITIES  OUTSTANDING 


Boo  J  a  of  Subsidiary  Companies 

Bate 

% 

Amount 
Public 

Interest 

Interest     i  _ 
Payable  at  |  Trustee 

(see  reference  page  31) 

— 

Associated  electric  Company: 

Gold  Bonds  due  1953 

.p   1 0,  i  00,Ul/U 

TS 

M 

24-47 

3 

Gold  Bonds,  due  1961 

5 

26,348,000 

lit  1-1 

24-47 

j 

first  Lien  and  Refunding  Gold  Bonds,  Series  A  due  1945. 

1,412,000 

D-l 

1-8 

g 

6*4 

'  362^000 

U& 

Be  N-l 

1-8 

1 

Binghamton  Light,  Heat  &  Power  Company: 

First  Refunding  Mortgage,  due  1946  

5 

7,136,000 

A  i 

iO-1 

24-47 

3 

Bolivar-Rich  burg  Electric  Corporation: 

First  Mortgage,  due  1937  

6 

31,000 

r&D-i 

30 

30 

Canaoea  Power  Corporation: 

First  Mortgage,  due  1958  

5 

2,000,000 

A  i 

£  O-l 

10 

11 

Chasm  Power  Company: 

First  Mortgage,  due  serially  to  1955  

50,000 

AS 

0-15 

32 

31 

Citizens  Light,  Heat  &  Power  Company  of  Pennsylvania 

1,182,000 

M 

8c  N-l 

16-26-27 

20 

Delaware  Gas  Light  Company: 

First  Mortgage,  due  1939  

5 

144,000 

J  « 

J-l 

33 

33 

Depew  and  Lancaster  Light  Power  and  Conduit  Company: 

First  Mortgage,  due  1954  

5 

450,000 

F  I 

i  A-l 

35 

35 

Du  Bois  Electric  and  Traction  Company; 

5 

146,000 

M 

3c  N-l 

24 

4 

Elmira  Water,  Light  and  Railroad  Company: 

First  Consolidated  Mortgage,  due  1956  

5 

4,766,000 

M 

8c  S-l 

2 

2 

Empire  Gas  and  Electric  Company: 

6 

1,816,000 

J* 

D-l 

4 

4 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

5 

2,621,000 

M 

&  S-l 

8 

8 

Erie  Lighting  Company: 

3,278,000 

A  i 

i  O-l 

8 

8 

Genesee  Valley  Power  Company,  Inc.: 

First  Mortgage,  due  serially  to  1957  

6 

165,000 

Al 

i  O-l 

36 

36 

Granville  Electric  Sc  Gas  Company: 

5 

31,500 

At 

cO-1 

34 

34 

Hornell  Electric  Company: 

5 

45,100 

M 

ScN-I 

8 

8 

774,000 

J« 

J-l 

16-26-27 

3 

First  Mortgage,  due  1933 

5 

113,000 

M 

3c  S-l 

37 

37 

First  Mortgage,  due  1957  

$y2 

449,000 

J« 

J-l 

38 

38 

Lake  Shore  Gas  Company: 

First  Mortgage,  due  1950  

BlA 

604,000 

M 

5c  N-l 

9fi 

First  Alortgage  Scries  A  due  1954 

6J^ 

1  235  000 

M 

ft  N-l 

2 

2 

Long  Island  Water  Corporation: 

First  ^lortgage  due  1955 

5K 

2  144  000 

M 

3c  N-l 

24 

3 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

5 

831,500 

M 

3c  S-l 

24 

1 

Manila  Electric  Company: 

First  Refunding  Mortgage,  due  1946  

5 

60,000 

M 

St  S-l 

1 

1 

The  Manila  Suburban  Railways  Company: 

First  Mortgage,  due  1946  

53,000 

M 

3c  S-l 

24 

2 

Metropolitan  Edison  Company: 

5 

7,525,100 

L* 

J-l 

3-17 

3 

First  Mortgage,  Series  D,  due  1968  

4H 

21,586,000 

St  S-l 

3-17 

3 

Municipal  Gas  BcElectric  Company  of  Rochester: 

First  Mortgage,  due  1942  

4M 

1,385,000 

Al 

i  O-l 

5 

5 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

  STATEMENT  OF  SECURITIES  OUTSTANDING 


Bonds  of  Subsidiary  Coruimnies 


lulerest  I 
Payable  at  |  Trustee 


(see  refprBnnr:  page  31 1 


New  Jersey  Power  &  Light  Company: 

First  Mortgage,  due  1956  

First  Mortgage,  clue  1960  

New  York  Central  Electric  Corporation: 

First  Mortgage,  due  1950  

New  York  State  Electric  &  Gas  Corporation: 

First  Mortgage,  due  1962  

First  Mortgage,  due  1952  

First  Mortgage,  due  Nov.  1,  1931  

Northern  Pennsylvania  Power  Company: 

First  Mortgage,  Series  A,  due  1956  

Penn  Public  Service  Corporation: 

First  and  Refunding  Mortgage,  Series  C,  due  1947. . 

First  and  Refunding  Mortgage,  Series  D,  due  1954. . 
Plattsburgh  Gas  &  Electric  Company: 

First  Mortgage,  due  1939  

The  Ridgefielo  Electric  Company: 

Gold  Bonds,  due  1932  

Richmond  Light  and  Railroad  Company: 

First  Collateral  Trust  Gold  Bonds,  due  1952  

Rochester  Central  Power  Corporation: 

Gold  Debentures,  Series  A,  due  1953  

Rochester  Gas  and  Electric  Corporation: 

General  Mortgage,  Series  B,  due  1946  

General  Mortgage,  Scries  C,  due  1948  

General  Mortgage,  Series  D,  due  1977  

Rochester  Railway  and  Light  Company: 

Consolidated  Gold  Bonds,  due  1954  

Roosevelt  Water,  Power  and  Light  Company: 

First  Mortgage,  due  serially  from  1929  

Sayre  Electric  Company: 

First  Mortgage,  due  1947  

Seneca  Power  Corporation: 

First  Mortgage,  due  1946  

Southern  Ice  and  Utilities  Company: 

First  Mortgage  Convertible,  due  1946  

Convertible  Gold  Notes,  due  Dec.  1,  1932  

Tracy  Development  Company: 

First  Mortgage,  due  1944  

Union  Gas  &  Electric  Company: 

First  Mortgage,  due  1935  

York  Haven  Water  &  Power  Company: 

Gold  Bonds,  due  1951  

Miscellaneous  

Total  Funded  Debt  of  Subsidiary  Companies . .  . . 


SH 
6 

3K 

5 

6 
5 

5 

5 

4 

5 


i'A 


6 

6'A 


5,919,400 
2,051,500 


3,726,500 
390,500 
6,700,000 


4,994,500 
2,607,500 

238,000 

18,000 

1,028,000 

22,500,000 

7,000,000 
4,000,000 
5,991,000 

10,803,100 

16,000 

382,500 

392,500 

1,280.500 
445,000 

229,000 

478,000 

1,260,000 
1,175,425 


F&  A-l 
A&O-l 


AS  0-1 
J&J-l 
M&N-l 

J&D-l 

M&N-l 
J&D-l 

M&S-l 

J&J-l 

J&I-l 

M&S-l 

M&S-l 
M&S-l 
M&S-l 

J&J-l 

F&  A-l 

A&O-l 

M&S-l 

F&  A-l 
)  &D-1 

A&O-l 

M&S-l 

J&D-l 


3-17 
24 

24-47 

1 
1 

24 

3-28 

29 
24-47 

6 


24-47 
24-47 
24-47 

11-24-47 

39 

41 

42 

1 
1 

42 

43 
9 


$194,252,025 


1 

1 
1 

3 

6 
6 

6 

6 

3 

7 

6 
6 
6 

11 

39 

40 

42 

1 
1 

42 

43 

9 


Cummun  Slocks  „f  Stihsi,li.'iry  Companies: 


(m,c  rrfemu-r,  |>,,gr  31  > 


American  Utilities  Company  

The  Associated  Utilities  Investing  Corporation  

Brockport  Gas  Light  Company  

Metropolitan  Edison  Company  

The  Mohawk  Valley  Company  

The  Palchogue  Electric  Light  Company  

The  Ridgelicld  Electric  Company  

Rochester  Central  Power  Corporation  

Southern  Ice  and  Utilities  Company — Class  A  

Southern  Ice  and  Utilities  Company — Class  B  

Tennessee-Missouri  Power  Company  

West  Virginia  Light,  Heat  and  Power  Company  

Total  Common  Stocks  of  Subsidiaries  and  Surplus  Applicable  Thereto . 
•Retired  in  1951 


543 
2,420 
26 
17,430 
160 
30.8 
6 

14,721 
1,378 
5,417 
368 
346 


12 
43 
12 
12 
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Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

STATEMENT  OF  SECURITIES  OUTSTANDING 


Preferred  Stocks  of  Subsidiary  Companies: 


American  Utilities  Company — Cumulative  

Clarion  River  Power  Company — Participating  

Empire  Gas  and  Electric  Company — Series  A — Cumulative.  .  . 
Empire  Gas  and  Electric  Company— Series  D — Cumulative. . . 
Empire  Gas  and  Electric  Company — Series  B — Cumulative.  . . 
Empire  Gas  and  Electric  Company — Series  C — Cumulative.  . . 
The  Litchfield  Electric  Light  and  Power  Company — Cumulative 

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

New  Jersey  Power  &  Light  Company — Cumulative  

New  Jersey  Power  &  Light  Company — Cumulative  

New  York  Central  Electric  Corporation — -Cumulative  

Northern  Pennsylvania  Power  Company — Cumulative  

Northern  Pennsylvania  Power  Company— Cumulative  

Northern  Pennsylvania  Power  Company — Cumulative  

The  Patchogue  Electric  Light  Company- — Cumulative  

Rochester  Central  Power  Corporation— Cumulative  

Rochester  Gas  and  Electric  Corporation — Cumulative  Series  B. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  C. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  D . 

Southern  Ice  and  Utilities  Company — Cumulative  

Southern  Ice  and  Utilities  Company — Participating  

Total  Preferred  Stocks  of  Subsidiaries  


7 

1,004 

9,377.1 

6 

1,741 

g 

3  333 

m 

U30 

7 

8,237 

6 

5 

5 

407 

6 

121,404 

7 

7,265 

e 

18 

6 

15,828 

7 

33,050 

6 

17 

6 

2,815 

7 

1,974 

6 

277.2 

6 

83.040 

7 

33,772 

6 

19,425 

6 

144,311 

7 

465 

7 

48 

$48,893,130 

MJSD-1 

MJSD-1 
MJSD-1 
MJSD-1 
MJSD-1 

JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAjO-1 
JAJO-1 
JAJO-1 
A  O-l 
JAJO-1 
MJSD-1 
MJSD-1 
MJSD-1 
MJSD-1 
MJSD-1 


12 

44 

12 

46 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

44 

12 

2 

12 

44 

12 

44 

12 

44 

48 

12 

20 

12-45 

3-11 

12-45 

3-11 

12-45 

3-11 

12 

44 

12 

44 

Funded  Debt  of  Associated  Gas  and  Electric  Company: 


'  Convertible  Gold  Debentures,  due  1977  

Gold  Debenture  Bonds,  Consolidated  Refunding: 

•J   Series,  due  1968  

Series,  due  1958  

J  Convertible  Gold  Debentures,  due  1950  

Convertible  Gold  Debentures,  due  1949  

Convertible  Gold  Debentures,  due  1948  

Convertible  Investment  Certificates  

Convertible  Debenture  Bonds,  due  1965  

Gold  Debenture  Bonds,  due  2875  

Interest  Bearing  Allotment  Certificates  (150,223  Ctf.). 
Interest  Bearing  Allotment  Certificates  (114,171  Ctf.). 

Serial  Notes,  due  Semi-Annually  to  May  1,  1932  

Miscellaneous   

Total  Funded  Debt  of  Associated  Gas  and  Electric  Co. 


$  5,993,000.00 


5 

m 

6 

5<A 

5 
5 

$1.60 
$8.00 


49,413,480 
60,600 
37,139,000 
51,740,700. 
3,872,040 
27,665,325. 
23,900 
37,000 
4.506,690. 
13,700,520 
4,545,564. 
4,286,229 


FSA-1 

A  a  o-i 

M&N-I 
F&  A-l 
J  &  J-15 
MfiiS-1 
MSN-151 
M  &  N.15 

P 

M&N-l 


Amount 
Held  by 
Public 


Convertible  Debenture  Certificates,  Series  B  and  C  

Convertible  Debenture  Certificates,  Series  A  and  B  (1929) 
Con  vertible  Debenture  Certificates,  Series  CD,  E  and  F . . 

Miscellaneous  

Total  Obligations  of  Associated  Gas  and  Electric  Com- 
pany Convertible  into  Stock  


6 
6 

5&6 


$  1,367,100.00 
65,635,183.36 
5,179,400.00 
3.821.540.64 


&J-lt 
&D-1# 
l&S-l/ 


$76,003,224.00 


*  Retired  in  1931 
t  Registered  F-M-A-N-15 
t  Registered  J-A-J-0-1 
f  Registered  M-J-S-D-l 


Associated  Gas  and  Electric  Company  and  Subsidiary  and  Affiliated  Companies 

STATEMENT  OF  SECURITIES  OUTSTANDING 


Capital  Stock  of  Associated  Gus  and  Electric  Company: 

Bats 

Shares 
Held  by  Public 

Dividend 

Transfer        1       n  ... 
Aeenie        |  Kcsrslrara 

(sec  reference  below) 

Original  Series — Cumulative  

$3.50 

42,286 

JAJO-1 

12 

4 

$7.01)  Series— Cumulative  

$7.00 

97,082 

JAJO-1 

12 

21 

6.50  Series — Cumulative  

$6.50 

79,655 

MJSD-1 

12 

44 

$6.00 

44,731 

MJSD-1 

12 

1 

$5.00 

102,376 

MJSD-15 

12 

3 

Preference: 

$4.00  Series — Cumulative  

$4.00 

934,539 

FMAN-1 

12 

21 

$6.50  Series — Cumulative  

$6.50 

108,775 

JAJO-1 

12 

22 

Class  A  

4,176,392 

FMAN-1 

12-13-16-19-23 

3-15-17.18-22 

Class  B  

614,366 

FMAN-1 

48 

48 

1,494,777 

12-13 

14-15 

REFERENCE 


Index— Trustees  of  Mortgages,  Paying  Agents  and  Registrars  and  Transfer  Agents  for  Stock 


1  The  Chase  National  Bank  of  the  City  of  New  York 

2  The  New  York  Trust  Company,  New  York  City 

3  Guaranty  Trust  Company  of  New  York 

4  Irving  Trust  Company,  New  York 

5  Central  Hanover  Bank  &  Trust  Company,  New  York 

6  Bankers  Trust  Company,  New  York 

7  Manufacturers  Trust  Company,  New  York 

8  Pennsylvania  Company  for  Insurances  on  Lives  & 

Granting  Annuities,  Philadelphia,  Penna. 

9  Real  Estate  Land  Title  &  Trust  Company,  Philadel- 

phia, Penna, 

10  J.  P.  Morgan  &  Company,  New  York 

1 1  Security  Trust  Company  of  Rochester,  Rochester,  N.  Y. 
fl2  Agency  of  the  Company,  61  Broadway,  New  York 

13  State  Street  Trust  Company,  Boston,  Mass. 

14  Hibernia  Trust  Company,  New  York 

15  The  First  National  Bank  of  Boston,  Boston,  Mass. 

16  Harris  Trust  &  Savings  Bank,  Chicago,  III. 

17  Continental  Illinois  Bank  &  Trust  Co.,  Chicago,  III. 

18  Security  First  National  Bank  of  Los  Angeles,  Los 

Angeles,  Cal. 

19  Bank  of  America  of  California,  Los  Angeles,  Cal. 

20  Chemical  Bank  &  Trust  Company,  New  York 

21  The  Bank  of  America,  New  York 

22  First  National  Bank  of  Ithaca,  Ithaca,  N.  Y. 

23  R.  E.  Failing,  Ithaca,  N.  Y. 

*24  Agency  of  the  Company,  61  Broadway,  New  York 


25  PvbJIc  NationsBank  &  T.-ust  Co.,  New  York 

26  Harfis,  FbrbuS  &  Company,  New  York 

27  Harris,  .Forbes  B^Company,  Boston 

23  .{knit  pfNoioii  A'nVo-ict  &  Trust  Co.,  Phila,  Penna. 
29  First  Natroriar-EanU  New  York 
.30  Qlean_Trust  Company,  Olean,  N.  Y. 
-31  F.  P,  Selinedy,  t/o-FjrSi  National  Bank  of  Chateaugay, 
:  ChateSAgaj;  N-.Y,  *;* 

32  First  National  Bank,  Chateaugay,  N.  Y. 

33  Easton  Trust  Co.,  Easton,  Penna, 

34  Troy  Trust  Company,  Troy,  N.  Y. 

35  M.  &  T.  Trust  Co.,  Buffalo,  N.  Y. 

36  Exchange  National  Bank  of  Olean,  Olean,  N.  Y. 

37  Lackawanna  Trust  &  Safe  Deposit  Co.,  Scranton,  Penna . 

38  Baltimore  Trust  Co.,  Baltimore,  Md. 

39  Nassau  County  Trust  Co.,  Mmeola,  N.  Y. 

40  Miners  Bank  of  Wilkesbarre,  Wilkesbarre,  Penna. 

41  Girard  Trust  Company,  Philadelphia,  Penna. 

42  Chatham  Phenix  Nat'l  Bank  &  Trust  Co.,  New  York 

43  First  Union  Trust  &  Savings  Bank,  Chicago,  111. 

44  T.  W.  Moffat,   H.  B.  Brown  &  I.  I.  McCarthy, 

120  Wall  St.,  New  York 

45  Katherine  Price,  Office  of  the  Company,  Rochester, 

N.Y. 

46  J.F.  McKenna  & E.  B.  Naylon,  61  Broadway,  New  York 
•47  The  Company,  Ithaca,  N.  Y. 

48  The  Company,  61  Broadway,  New  York 


*  Coupons  at  24  and  registered  at  47 
f    Transfer  Agent 
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Operating  Subsidiaries  of  Associated  Gas  and  Electric  Company 

HAVING  NO  SECURITIES  OUTSTANDING  WITH  THE  PUBLIC 


Arizona 

Arizona  General  Utilities  Company 

Arkansas 

Arkansas  General  Utilities  Company 

Delaware 

Dover  Gas  Light  Company 

Indiana 

Loogootee  Water  Company 
Ohio  River  Power  Company 
Rising  Sun  Water  and  Light  Company 

Kentucky 

Hopkinsville  Water  Company 

Kentucky -Tennessee  Light  and  Power  Company 

Kentucky  ServicaCompany 

The  Owensboro  Gas  Company 

Louisiana 

Louisiana  Public  Utilities  Co.,  Inc.." 

Maryland  • ; 

Associated  Maryland  Electric  Po\ve'r  Corporation 
The  Maryland  Public  Service  Company 
Youghiogheny  Hydro-Electric  Corporation 

Missouri 

Missouri  General  Utilities  Company 
Missouri  Southern  Public  Service  Company 
Twin  City  Light  and  Power  Company 

New  Jersey 

Associated  Public  Utilities  Corporation 

New  Mexico 

The  Tucumcari  Light  and  Power  Company 

New  York 

Federal-New  York  Company,  Inc. 
Owego  Gas  Corporation 
Smyrna  Telephone  Company,  Inc. 
Spring  Brook  Water  Company 


Ohio 

The  Hilliard  Light  and  Power  Company 

The  Jefferson  Gas  Company 

The  New  Matamoras  Electric  Company 

The  New  Washington  Electric  Company 

The  North  Baltimore  Water  and  Electric  Company 

The  Paint  Township  Light  &  Power  Company 

The  Portsmouth  Gas  Company 

The  Van  Wert  Gas  Light  Company 

The  Wyandot  Light  &  Power  Company 

Oklahoma 

Panhandle  Public  Service  Company 

Pennsylvania 

Bangor  Electric  Company 
Clarion  Water  Company 
Johnstown  Fuel  Supply  Company 
Penelec  Water  Company 

South  Dakota 

Sioux  Falls  Gas  Company 

Tennessee 

Dover  Power  Company 

Kentucky-Tennessee  Light  and  Power  Company 
Southern  Utilities  Company 
Tennessee  General  Utilities  Company 

Texas 

Texas  General  Utilities  Company 

Vermont 

Granville  Electric  Company 

Philippine  Islands 

Argosino  Electric  Plant,  Inc. 
Atimonan  Electric  Company,  Inc. 
Baliuag  Electric  Company,  Inc. 
Bicol  Electric  Company 
Calumpit  Electric  Company 
Cavite  Electric  Company 
Dagupan  Light  and  Power  Company 
Electra  Lipena,  Inc. 
Gapan  Electric  Company 
Insular  Light  and  Power  Corporation 
La  Union  Electric  Company,  Inc. 
Lucena  Electric  Company,  Inc. 
Meycauayan  Electric  Company 
San  Jose  Light  and.  Power  Company 
Santa  Rosa  Electric  Co.,  Inc. 
Tarlac  Electric  Service  Company,  Inc. 
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ANNUAL  REPORT 

INCLUDING  DATA  REGARDING  ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 

[  PAGES  3  TO  13  ] 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1931 


Organization  of  the 

Associated  Gas  and  Electric  Company 

(Incorporated  under  the  laws  of  the  State  of  New  York  in  1906) 


Officers 

J.  I.  MANGE,  Chairman  and  President  New  York 

H.  C.  HOPSON,  Vice-President  and  Treasurer  New  York 

S.  J.  MAGEE,  Vice-President  and  General  Manager  New  York 

J.  M.  DALY,  Vice-President  New  York 

H.  D.  FITCH,  Vice-President  Bowling  Green,  Ky. 

WILLIAM  BUCHSBAUM,  Vice-President  New  York 

F.  S.  BURROUGHS,  Vice-President  New  York 

O.  E.  WASSER,  Comptroller  and  Assistant  Secretary-Treasurer  .  Ithaca,  N.  Y. 
M.  C.  O'KEEFFE,  Secretary  and  Assistant  Treasurer  New  York 


Directors 

WILLIAM  BUCHSBAUM  New  York        HOWARD  C.  HOPSON  New  York 

Vice-President  Vice-President  and  Treasurer 


FREDERICK  S.  BURROUGHS    .    .    .    New  York 
Vice-President 

JOHN  M.  DALY  New  York 

Vice-President 

HENRY  D.  FITCH  ....    Bowling  Green,  Ky. 

Vice-President    ■ • 


SANFORD  J.  MAGEE  New  York 

Vice-President  and  General  Manager 

JOHN  I.  MANGE  New  York 

Chairman  and  President 

DANIEL  STARCH  New  York 

Daniel  Starch  and  Staff 


';  FINANCIAL  OFFICE    .    .  61  Broadway,  New  York 
PRINCIPAL  OFFICE  ....  Ithaca,  New  York 


Managers — Operating  Properties 

The  Utility  Management  Corporation 

120  Wall  Street,  New  York 
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Associated  Gas  and  Electric  System 

OPERATIONS  AND  PROGRESS 
For  the  Year  Ended  December  31,  1931 


N  A  YEAR  when  most  Industries  were  concerned  with  holding  their  own  against 
business  recession,  the  Associated  Gas  and  Electric  System  was  able  to  do  so  in  most 
phases  of  its  operations,  and  make  gains  in  some  others.  The  Associated  System,  linked 
closely  with  the  nation's  industrial  life,  cannot  help  but  reflect  current  conditions. 
However,  the  nature  of  its  services  and  the  soundness  of  its  policies  reflected  themselves 
in  results  distinctly  satisfactory  in  relation  to  the  industry  as  a  whole.  The  more 
important  accomplishments  of  the  year  may  be  summarized  as  follows : 


1.  Gross  operating  revenues  exclusive  of  other 
income  increased  1%.  Operating  expenses  de- 
clined 2%,  but  higher  tax  levies  required  an  in- 
crease of  $1,157,327  in  the  provision  for  taxes, 
which  offset  the  savings  in  expenses.  Net  operat- 
ing revenues  were  2%  higher  than  in  1930.  It 
was  considered  desirable  to  make  greater  provision 
for  retirements,  which  brought  the  net  operating 
income  5%  below  1930.  Net  non-operating  rev- 
enues declined  from  $6,066,218  in  1930  to  $2,907,- 
022,  a  reduction  of  52%. 

2.  Revenues  from  electric  service  increased  2%. 
Domestic  customers,  who  account  for  34%  of  elec- 
tric revenues,  increased  their  average  annua]  use 
6.8%. 

3.  Sales  of  household  appliances  such  as  re- 
frigerators, water-heaters  and  ranges  amounted 
to  $6,169,515  during  the  year.  179  new  industries 


located  in  Associated  areas,  and  205  already  there 
expanded  their  operations  and  facilities,  largely 
through  the  assistance  of  the  industrial  develop- 
ment activities  of  the  System. 

4.  Customers  served  increased  6,972  to  a  total 
of  1,437,653. 

5.  The  Associated  System  continued  to  gain 
in  the  confidence  of  investors.  At  the  end  of  the 
year  the  number  of  holders  of  registered  securities 
was  257,115,  a  gain  of  23,837.  Of  this  increase, 
13,856,  or  more  than  half,  were  new  customer- 
investors.  Customer-investors  totalled  105,035  at 
the  end  of  the  year. 

6.  More  than  $13,000,000  was  spent  for  new 
construction  and  improvement  of  facilities  through- 
out the  System.  The  largest  single  project  was  a 
steam-generating  power  plant  at  Bowling  Green, 
Kentucky. 


Note — Pages  3  to  13  of  this  report  deal  with  the  Associated  Gas  and  Electric  System, 
which  includes  the  Associated  Gas  and  Electric  Company  and  the  New  England  Gas  and 
Electric  Association.  Pages  14  to  39  deal  with  Associated  Gas  and  Electric  Company,  which 
has  operating  revenues  equal  to  86%  of  those  of  the  System. 
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SUMMARY  OF  OPERATIONS 


Operating  activities  of  the  companies  comprising  the  Associated  Gas  and  Electric  System 
during  the  year  1931  are  recorded  in  the  following  tabulation: 


Total  customers   1,437,653 

Increase  in  customers   6,972 

Per  cent  increase   .5% 

Gross  operating  revenues   $105,286,247 

Per  cent  increase   1.1% 

Operating  income   $39,109,184 

Per  cent  decrease   5.1% 

Total  electric  output — units  (kwh.)  net   3,225,312,759 

Per  cent  increase   5.4% 

Total  gas  sendout  (m.c.f.)   17,772,812 

Per  cent  decrease   2.9% 

Units  (kwh.)  sold  per  residential  customer   469 

Per  cent  increase   6.8% 

Gas  sales  (cu.  ft.)  per  residential  customer   30,300 

Per  cent  decrease   1-3% 

Appliance  sales  by  New  Business  Department.. . .  $6,169,515 

Per  cent  decrease   J4.8% 


EARNINGS 

The  comparative  earnings  statement  of  the  entire  System  for  the  latest  period  available,  the 
twelve  months  ended  April  30,  1932  and  1931  (in  the  condensed  form  in  which  it  is  published  each 
month)  is  given  below: 


Since  Dates  of  Acquisition  (Actual)! 


Increase 

1932 

1931 

Amount 

% 

$  77,518,652 

$  77,237,731 

$  280,921 

17,498,715 

18,770,272 

1,271,557* 

Ice  

3,967,021 

4,134,611 

167,590* 

4* 

1,948,184 

2,014,630 

66,446* 

3* 

1,525,916 

1,746,863 

220,947* 

13* 

Water  

1,288,602 

1,562,665 

274,063* 

18* 

$103,747,090 

$105,466,772 

$1,719,682* 

2* 

Operating  Expenses,  Maintenance,  all  Taxes,  etc  

56,776,859 

56,481,615 

295,244 

1 

$  46,970,231 

$  48,985,157 

$2,014,926* 

4* 

9,986,993 

7,048,708 

2,938,285 

42 

$  36,983,238 

$  41,936,449 

$4,953,211* 

U* 

fThese  figures  include  the  results  o£  operations  of  substantially  the  same  properties  in  both  periods. 
*De  crease. 
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PROGRESS  SINCE  1921 


Gross  operating  revenues  for  1931  were  l%above 
1930.  As  a  result  of  operating  economies  effected 
by  the  System's  management  net  operating  reve- 
nues (before  provision  for  retirement )  increased  2% . 
Income  from  non-operating  sources,  such  as  invest- 
ments, declined  52%,  resulting  in  gross  income 
from  all  sources  of  11%  less  than  in  1930.  The 
sound  position  of  the  System  was  also  seen  in  the 
gain  in  electric  sales  and  the  increase  in  electric 
customers,  although  the  latter  gain  was  offset  to 
some  extent  by  losses  in  the  number  of  gas  and 
heating  customers.  The  net  result,  however,  was 
a  gain  of  6,972  in  the  total  number  of  customers. 


The  period  of  1921-1931  is  significant  because  it 
represents  the  period  of  largest  growth  in  the 
Associated  System,  and  because  it  is  bounded  by 
two  major  business  depressions.  Since  the  depres- 
sion of  1921,  the  System  has  built  a  strong  organ- 
ization which  is  successfully  resisting  the  severe 
conditions  that  characterize  the  present  readjust- 
ment. 

Progress  since  1921  may  be  seen  in  the  following 
table,  which  includes  all  properties  irrespective  of 
the  dates  when  they  were  first  included  in  the 
Associated  System: 


For  Years  Ended 
December  31st 

Annual 

Earnings 

Sales  Units  (ktfh.) 

Number  oj  Customers 

Gross* 

A'rft 

Electric 

Gas,  Water,  Steam 

1921 

$54,907,073 

$18,310,349 

954,009,256 

388,687 

354,621 

1922 

58,339,202 

22,049,555 

1,146,905,484 

447,497 

371,449 

1923 

65,664,884 

25,853,705 

1,352,654,306 

515,869 

382,262 

1924 

69,794,738 

28,448,349 

1,405,677,796 

595,745 

400,187 

1925 

77,175,669 

33,983,624 

1,583,191,145 

668,809 

416,735 

1926 

85,798,189 

38,516,087 

1,858,826,215 

740,879 

435,998 

1927 

92,550,778 

43,028,164 

1,925,507,892 

795,762 

451,873 

1928 

99,072,146 

47,275,200 

2,092,135,929 

846,461 

464,035 

1929 

108,496,804 

53,037,214 

2,466,441,783 

907,376 

480,047 

1930 

112,147,615 

54,665,372 

2,520,768,793 

950,032 

480,649 

1931 

109,503,185 

52,966,079 

2,720,842,436 

971,375 

466,278 

•Including  Non-Operating  Revenues. 

fBefore  Depreciation  and  Federal  Income  Taxes. 


Total  Associated  electric  customers  at  the  end  of  1931  were  971,375,  an  increase  of 
2.2%.  White  the  present  Associated  properties  served  only  3.8%  oj  the  total  electric 
customers  in  the  United  States  and  Philippine  Islands  at  the  end  of  1950,  their  gain 
was  7.8%  oj  the  total  gain  by  the  Industry  during  the  year  1931. 


ANNUAL  GROSS  AND  NET  INCOME 
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237,115  REGISTERED  SECURITY  HOLDERS 


Holders  of  registered  securities  of  the  Associated 
Gas  and  Electric  System  totalled  237,115  at  the 
end  of  1931.  This  figure  eliminates  duplication  of 
holdings.  A  comparison  of  this  number  with  the 
total  at  the  end  of  1930,  all  duplications  elimi- 
nated, shows  a  gain  of  23,837  registered  security 
holders  during  the  year.  A  comparison  with  the 
figure  of  220,484  used  in  the  1930  annual  report, 
which  contained  duplications,  shows  a  gain  of 
16,631. 

Associated  security  holders  represent  a  world- 
wide distribution.  They  are  found  in  every  state  of 
the  United  States,  and  in  30  other  countries  and 
their  dependencies.  More  than  90%  of  the  holders 
of  Class  A  Stock  own  100  shares  or  less  each,  re- 
flecting the  widespread  interest  of  small  investors. 
Only  149,833  shares  are  held  by  brokers.  This  is 
3.2%  of  the  total  as  compared  with  4.6%  in  bro- 
kers' accounts  as  of  December  31,  1930,  and  9.2% 
at  the  end  of  1929.  The  largest  investor  holds 


slightly  less  than  2%  of  the  number  of  shares 
outstanding.  The  second  largest  holder  owns 
approximately  two-tenths  of  1%  of  the  total. 


58%  OWN  11  TO  100 


90%  OF 
STOCKHOLDERS 
OWN  100  OR  LESS 
SHARES  EACH 

ONLY  10%  V 
/ 3WN  OVER  100 

32%  OF  STOCKHOLDERS 
OWN  10  OR  LESS 
SHARES  EACH 
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SOURCES  C 

Earnings  of  the  Associated  Gas  and  Electric 
System  are  not  dependent  on  any  one  territory  or 
group  of  industries.  The  System  serves  more  than 
3,000  communities,  a  majority  of  which  are  of 
medium  size.  This  means  that  a  proportionately 
large  part  of  the  revenue  is  from  residential  serv- 
ice, a  distinct  advantage  in  a  year  such  as  1931. 

With  74.3%  of  its  revenue  from  electricity  and 
17.2%  from  gas,  the  Associated  System  derives 
91.5%  of  its  total  revenue  from  these  two  desir- 
able types  of  service. 

Based  on  figures  as  of  the  close  of  1931,  the 
Associated  System  served  1  in  26  residential 
electric  customers  in  the  United  States  and  its 
Possessions,  and  1  in  39  residential  gas  customers 
in  the  United  States. 


REVENUE 

SOURCES  OF  REVENUE 


27,000  CUSTOMERS  INVEST  $16,795,626 


Approximately  27,000  customers  invested 
$16,795,626  in  Associated  securities  during  1931, 
reflecting  the  important  part  customer- ownership 
activities  play  in  the  System's  progress.  Of  these, 
13,856  were  new  customer-investors;  they  ac- 
counted for  the  greater  part  of  the  increase  of  ap- 
proximately 24,000  recorded  in  the  total  number 
of  Associated  investors  during  the  year. 

The  number  of  customers  holding  Associated 
securities  was  105,035  at  the  end  of  1931.  Since  the 
Customer  Ownership  Department  was  established, 
this  number  has  increased  as  follows: 


1922   2 

1923   554 

1924   5,852 

1925   21,000 

1926  24,000 


1927   36,000 

1928    38,694 

1929   73,000 

1930   91,179 

1931  105,035 


These  105,035  customer-owners  have  invested  a 
total  of  $110,955,357.  The  proportion  of  custom- 
ers becoming  investors  in  the  System  is  steadily 
increasing,  the  ratio  of  customer-investors  to  cus- 
tomers being  1  to  13,  compared  to  1  to  15  in  1930. 

During  1931  practically  95%  ($15,780,626)  of 
security  sales  represented  new  money,  compara- 
tively little  resulting  from  the  exchange  of  under- 
lying company  securities. 

It  is  gratifying  to  note  that  the  amount  of  sub- 
scriptions received  through  the  Customer  Owner- 
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ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 


Number  Of  Security  Holders 

1910—  42  1920  121 

1911—  46   1921  148 

1912—  47   1922  150 

1913—  100   1923  702 

1914—  107   1924    6,000 

1915  — 118   1925 — 38,000  — 

1916—  145   1926  —  41,000 

1917—  81    1927  —  56,537 

1918—  115   1928  —  66,263 

1919—  127  1929—190,139, 

1930    213,278 

1931  237,115  


III 


1924  25   26    27    28    29   30  31 


ship  Department  did  not  reflect  the  retarded  ac- 
tivity in  financial  markets  that  characterized 
the  year.  Results  in  many  of  the  localized  security 
offerings  were  considerably  beyond  expectations. 

The  sales  of  Associated  securities  through  the 
Customer  Ownership  Department  in  1931  were 
11%  of  the  total  amount  of  securities  sold  to  cus- 
tomers by  all  electric  light  and  power  companies 
in  the  United  States.  This  achievement  not  only 
suggests  the  confidence  placed  in  the  Associated 
System  by  its  customers,  but  also  points  to  the 
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loyalty  of  its  employees,  through  whose  hearty 
cooperation  the  success  of  the  customer-owner- 
ship activities  is  attributed  to  a  great  extent.  This 
loyalty  and  ability  of  employees  to  present  Associ- 


ated investment  offerings  to  customers  is  a  factor 
which  plays  an  important  part  in  stabilizing  public 
relations,  and  in  strengthening  the  System  from 
an  operating  as  well  as  from  a  financial  standpoint. 


$13,000,000  FOR  CONSTRUCTION  IN  1931 


The  Associated  System  spent  slightly  more  than 
$13,000,000  for  new  construction  during  1931.  This 
provided  for  new  equipment  and  improvements  to 
facilities  throughout  the  System.  Five  power  units 
were  added,  new  tie-ins  were  made  with  other  util- 
ities to  increase  the  capacity  of  Associated  lines, 
and  services  were  extended  to  new  customers. 

The  two  largest  units  were  placed  in  service  in 
the  new  steam-generating  power  plant  built  at 
Bowling  Green,  Ky.  for  the  Kentucky-Tennessee 
Light  and  Power  Company.  These  units  are  two 
turbo-generators  of  3,500-kilowatt  capacity  each. 
Construction  of  this  new  plant,  which  increases 
the  company's  capacity  50%,  was  made  necessary 
by  the  increasing  demands  for  power  from  the 
Kentucky-Tennessee  area. 

A  new  1,500-kilowatt  unit  was  installed  in  the 
plant  of  the  Maritime  Electric  Co.,  Ltd.,  at 


Charlotte  town,  P.E.L,  Canada.  It  will  provide  for 
increasing  loads,  and  add  to  the  flexibility  of  the 
station . 

Additional  electric  generators  were  installed  in 
several  isolated  plants  to  enable  them  to  satis- 
factorily meet  increasing  demands  for  power  in 
their  districts.  These  new  plant  additions  in- 
cluded 428-kw.  unit  added  to  the  capacity  of  the 
Safford  Plant  of  the  Arizona  General  Utilities  Com- 
pany; 300  kw.  added  to  The  Tucumcari  Light  and 
Power  Company's  plant  at  Tucumcari,  New  Mex- 
ico; and  460  kw.  added  to  the  plant  of  the  Cape 
and  Vineyard  Electric  Company  at  Vineyard 
Haven,  Martha's  Vineyard,  Massachusetts. 

Other  construction  projects  consisted  mainly 
in  the  development  of  the  program  to  bring  to  the 
properties  greater  facilities  for  distributing  serv- 
ices to  customers. 


NEW  BUSINESS  DEPARTMENT  ADDS  $5,839,326  REVENUE 


Despite  general  business  conditions,  the  New 
Business  Department  was  able  to  secure  a  sub- 
stantial amount  of  increased  electric  and  gas 
business  during  1931.  Offsetting,  to  some  extent, 
decreases  along  other  lines,  it  is  estimated  that  the 
results  of  the  Department's  activities  will  pro- 
duce annual  revenue  as  follows: 

Electric  Revenue 
Domestic  Appliance  Sales,  Residential  Lighting, 


and  New  Customers   $1,625,659 

Power  Sales  and  Industrial  Lighting   1,672,545 

Commercial  and  Street  Lighting   1,612,501 

Total  Electric  Revenue  added   $4,910,705 

Gas  Revenue 

Domestic  Appliance  Sales  and  New  Customers .  $  446,936 

Industrial   86,462 

House  Heating   190,691 

Commercial   204,552 

Total  Gas  Revenue  added   $  928,621 

Total  Electric  and  Gas  Revenue  added   $5,839,326 


During  the  year  179  new  industrial  enterprises 
selected  plant  locations  in  communities  served  by 
the  Associated  System.  The  Industrial  Develop- 
ment Division  was  active  in  the  consummation  of 
negotiations  in  at  least  30  of  these  instances.  In 
addition  205  plants  already  located  in  Associated 
areas  expanded  their  operations  by  contracting  for 
increased  power  and  gas  service.  This  new  busi- 
ness will  result  in  adding  approximately  $650,232 
annual  revenue  to  the  System.  Sales  of  electric  and 
gas  appliances  during  the  year  totalled  $6,169,515. 

ELECTRIC  POWER  AND  HEATING 

The  Industrial  Electric  Power  and  Heating 
Divisions  have  been  active  in  extending  outlets 
for  electric  energy  in  the  large-consumers'*  group. 
This  has  resulted  in  a  number  of  noteworthy  appli- 
cations and  conversions. 

Some  important  additions  in  large  electric  fur- 
naces have  been  made  in  several  industrial  plants. 
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Gratifying  progress  has  been  made  in  the  exten- 
sion of  electric  cooking  and  baking  to  restaurants 
and  hospitals. 

Considerable  new  business  has  been  secured 
in  the  textile  and  refrigeration  industries  where 
customers'  steam  plants  have  been  shut  down. 
In  the  citrous  fruit  area  in  Florida  electric  power 
extended  its  use  in  pre-cooling  and  processing, 
and  reached  out  into  new  fields  of  irrigation  and 
frost  prevention. 

Several  State  and  Federal  institutions  have  con- 
tracted for  Associated  power,  m  some  cases  replac- 
ing steam  plants,  in  others  supplying  the  entire 
requirements  of  new  institutions.  Among  these  are 
the  Soldiers'  Home  at  Bath,  N.  Y.,  the  Cavite 
Navy  Yard,  Philippine  Islands,  and  the  Veterans 
Hospital,  Columbia,  S.  C.  The  annual  revenues 
from  these  and  other  State  institutions  connected 
during  the  year  will  exceed  $100,000. 

AIR  CONDITIONING  AND  LIGHTING 

Increased  attention  is  being  given  to  the  possi- 
bilities of  air  conditioning  through  mechanical  re- 
frigeration and  manufactured  ice.  Among  new 
uses  for  electricity,  air  conditioning  is  looked  to  as 
a  large  outlet  for  additional  electric  power  usage 
during  the  coming  year. 

An  unusual  growth  has  been  experienced  in  the 
sale  of  additional  electrical  energy  to  stores  and 
commercial  establishments  during  1931.  Sales 
have  increased  more  than  four  times  over  1929. 
Four  major  lighting  campaigns  resulted  in  addi- 
tional annual  revenue  estimated  at  $295,893. 
Similar  extensive  activities  in  1932  will  also  in- 
clude the  partly  developed  home-lighting  field. 

The  necessity  for  better  street  lighting  to  pro- 
vide safety  and  protection  for  the  public,  as  well 
as  increased  use  of  fire  and  traffic  signals,  is  being 
recognized  more  each  year.  The  demand  for  im- 
proved lighting  of  State  highways  is  constantly  in- 
creasing, and  possible  business  from  this  large  un- 
developed field  is  promising. 

PROMOTION  OF  USE  OF  GAS 

In  the  promotion  of  the  use  of  gas  for  domestic 
purposes  two  campaigns  for  the  sale  of  ranges  and 
water  heaters  were  conducted  during  1931,  in 
which  the  various  properties  participating  sold 
more  units  than  in  the  1930  activities. 


A  campaign  was  conducted  throughout  the  year 
for  the  promotion  of  the  use  of  gas  for  house  heat- 
ing. Approximately  1,100  installations  were  made, 
representing  an  additional  gas  load  of  about 
280,000  m.c.f.  per  year. 

Notable  progress  has  been  made  in  the  increased 
use  of  gas  in  hotels,  restaurants  and  bakeries. 
Thorough  surveys  were  conducted  to  uncover  the 
full  potential  load  and  organizations  set  up  to 
solicit  this  business.  The  actual  amount  of  this 
type  of  business  secured  exceeded  the  forecast 
by  80%. 

The  increased  domestic  use  of  electricity  and 
gas,  due  to  the  ever-increasing  popularity,  con- 
venience, and  comfort  offered  by  modern  appliances 
in  homes,  both  in  urban  and  rural  communities, 
has  been  an  important  factor  in  maintaining  the 
revenue  of  the  Associated  System.  Encouraged  by 
the  results  obtained  in  1931,  the  Associated  System 
has  entered  the  year  1932  with  an  enlarged  pro- 
gram of  campaign  activities  and  dealer  coopera- 
tive selling,  which  should  materially  increase  the 
revenue  from  present  customers  with  practically 
no  expenditure  required  for  additional  plant 
investment. 

29,150  NEW  CUSTOMERS 

The  domestic  division  continually  concentrates 
its  efforts  on  the  sale  of  load-building  devices  such 
as  electric  and  gas  refrigeration,  ranges,  automatic 
water-heaters,  and  gas  househeating  equipment. 
Home-lighting  programs  also  play  an  important 
part  in  increasing  the  domestic  load.  As  a  result  of 
these  efforts,  together  with  cooperative  dealer 
activities,  it  is  estimated  that  the  appliance  sales 
of  operating  groups  and  dealers  surpassed  all  pre- 
vious records. 

The  extension  of  electric  lines  and  gas  mains 
and  the  wiring  and  piping  of  old  and  new  houses 
on  existing  lines  added  23,711  electric  and  5,439 
gas  customers  in  1931.  Losses  elsewhere  brought 
the  net  gain  down  to  6,972  customers. 

DEALER  COOPERATION 

The  degree  to  which  the  Associated  System  is 
developing  its  relations  with  appliance  dealers  is 
indicated  by  results  of  comparable  six-weeks  cam- 
paigns for  the  sale  of  refrigerators,  held  in  1930 
and  1931.  System  representatives  sold  13,791  units 
in  1930  and  9,866  in  1931,  whereas  dealers  sold 
5,515  and  9,592  in  these  respective  years. 
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The  Associated  System  is  working  closely  with 
dealers  in  all  its  properties,  endeavoring  to  help 
them  sell  load-building  appliances  which  will  in- 
crease the  business  of  the  dealer  and  expand  the 
use  of  electricity  and  gas  by  Associated  customers. 
Dealers  have  the  privilege  of  sending  their  sales- 
men to  appliance  sales  schools  conducted  by  local 
Associated  offices.  Facilities  of  the  home  service 
departments  and  the  assistance  of  trained  salesmen 
for  closing  sales  were  also  made  available  to  dealers. 
The  fact  that  Associated  System  revenues  from 
electric  sales  were  2%  greater  in  1931  than  the 
year  before  should  be  credited  in  some  degree  to 
this  new  activity. 


This  type  of  Advertising  has  helped  increase 
appliance  sales  by  dealers  in  Associated  areas 


INDUCEMENT  RATES  SUCCESSFUL 


During  the  year  more  customers  took  advantage 
of  the  Inducement  rates, — which  consist  of  low 
energy  charges  plus  moderate  service  charges. 
These  rates  are  now  available  in  most  of  the 
electric  and  gas  areas  throughout  the  System. 

Their  beneficial  effect  may  be  seen  in  the  case 
of  residential  electric  customers.  (1)  During  the 
year  the  average  residential  electric  rates  declined 
5.2%;  (2)  the  average  annual  use  increased  from 


439  to  469  units  (kwh.);  (3)  the  average  annual 
revenue  increased  from  $33.53  to  $34.31. 

This  policy  of  allowing  customers  to  earn  lower 
rates  by  increased  use  encourages  them  to  buy 
more  load-building  appliances  such  as  refrigera- 
tors, water  heaters  and  ranges.  Customers  gain 
greater  convenience  and  greater  appreciation  of 
gas  and  electric  services,  while  they  are  receiving 
these  services  at  a  lower  unit  cost. 


WHAT  GROUP  OPERATION  MEANS  TO  ASSOCIATED  PROPERTIES 


At  the  beginning  of  1931  the  National  Economic 
League  ranked  the  public  utilities  only  fortieth  in 
importance  among  national  problems.  During  the 
year,  however,  political  discussion  magnified  the 
issue  to  a  greater  prominence. 

This  discussion  included  the  familiar  demand  for 
Federal  regulation  of  utility  holding  companies. 
The  legal  ground  for  such  regulation  is  the  fact 
that  1 1.8%of  power  generated  crosses  State  bound- 
aries, and  hence  may  be  classified  as  interstate 
commerce. 

HOLDING  COMPANY  MEETS  NEED 
FOR  LARGE  CAPITAL 

The  utility  business  is  unusual  in  that  it  requires 
large  capital  investment  in  power  plants  and  dis- 
tribution facilities  in  comparison  to  earnings.  A 
food  or  clothing  business  may  turn  over  its  capital 
five  times  in  a  year,  but  an  electric  light  and  power 
company  only  once  in  six  years.  Because  of  this 
and  the  rapid  growth  of  the  industry,  it  has  been 


impossible  to  finance  expansion  out  of  earnings. 
The  holding  company  was  created,  therefore,  to 
combine  under  one  management  the  resources  of 
individual  operating  companies.  It  was  expected 
that  the  more  widely  recognized  utility  system 
thus  formed  would  be  able  to  attract  adequate 
capital  on  more  advantageous  terms  than  the  in- 
dividual operating  companies  which  were  known 
only  locally. 

This  holding  company  form  of  management  is 
not  new;  neither  is  it  peculiar  to  the  public  utili- 
ties. Utility  holding  companies  originated  about 
the  turn  of  the  century.  The  Associated  Gas  and 
Electric  Company  was  formed  in  1906.  Develop- 
ment of  the  holding  companies  paralleled  the 
greatest  growth  of  the  utility  industry.  It  is  hard- 
ly an  exaggeration  to  say  that  without  the  use  of 
the  holding  company  the  progress  of  the  electric 
light  and  power  industry,  outside  of  the  great 
centers  of  population,  would  have  been  delayed 
for  a  generation. 
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The  holding  company  in  other  industries  is  com- 
mon enough.  General  Motors  Corporation  is  an 
example  of  a  group  of  operations  controlled  and 
coordinated  by  central  management.  American 
Telephone  and  Telegraph  Company  is  the  largest 
holding  company  in  the  United  States.  Other  ex- 
amples are  Standard  Oil  Company  of  New  Jersey, 
United  States  Steel  Corporation,  and  National 
Dairy  Products,  Inc. 

Holding  company  management  has  been  bene- 
ficial to  the  operation  of  public  utility  companies, 
because— 

1.  It  has  made  capital  for  expansion  available 
to  operating  companies  at  reasonable  rates; 

2.  It  has  made  expert  engineering,  sales,  finan- 
cial advice  available  to  companies  at  a  lower 
cost  than  they  would  have  had  to  pay  other- 
wise; 

3.  It  has  made  available  to  companies  physical 
resources  of  a  large  system,  including  inter- 
connection of  power  lines,  help  in  case  of 
emergencies;  and  has  made  available  the 
economies  of  group  purchase  of  materials, 
equipment  and  insurance. 

The  utilities  have  had  their  fastest  growth  dur- 
ing the  past  ten  years,  a  growth  that  required 
large  financing.  It  is  significant  that  the  swiftest 
development  of  the  holding  companies  was  during 
this  period  too.  Capital  invested  in  the  electric 
light  and  power  industry  in  1951  was  $12,900,000,- 
000,  or  three  times  that  of  1920;  the  number  of 
customers  supplied  was  24,605,000  or  1?/%  times 
those  served  in  1920.  It  is  impossible  to  conceive 
that  this  immense  amount  of  capital — exceeded 
only  by  the  amounts  invested  in  railroads — could 
have  been  accumulated  had  electric  companies 
remained  small  and  independent. 

The  impetus  given  electrical  expansion  by  the 
holding  company  is  also  seen  in  the  extension  of 
rural  electrification.  When  companies  remained 
small,  and  without  capital  necessary  to  extend 
service  to  sparsely  settled  areas,  little  progress  was 
made.  It  took  43  years  (1882-1925)  to  get  electric 
service  to  250,000  farms;  during  the  next  five 
years  nearly  400,000  were  electrified,  nearly  twice 
as  many  as  during  the  entire  previous  history  of 
the  industry. 


Financing  new  construction  and  expansion  of 
service  has  been  an  important  part  of  the  Associ- 
ated Gas  and  Electric  System's  work  during  the 
past  several  years;  $79,000,000  has  been  spent  for 
these  purposes  since  1928. 

Particular  applications  of  this  new  capital  for 
the  benefit  of  Associated  operating  properties  may 
be  seen  in  companies  now  in  the  New  England  Gas 
and  Electric  Association,  which  is  part  of  the  Asso- 
ciated System. 

HOLDING  COMPANY  MANAGEMENT  BENEFITS 
NEW  ENGLAND  PROPERTIES 

When  the  Cape  and  Vineyard  Electric  Company 
was  acquired,  service  was  poor,  facilities  inade- 
quate, areas  served  slight.  Under  holding  company 
management  $2,000,000  was  spent  in  rebuilding 
and  extending  transmission  lines,  building  new 
substations  and  an  addition  to  the  Vineyard  Haven 
generating  plant,  and  establishing  central  operat- 
ing offices  at  Hyannis.  Excellent  service,  many 
testimonials  to  which  have  been  received  by  the 
company,  much  wider  use  of  service  by  residents, 
and  extension  of  service  to  many  communities 
without  it  before,  are  all  monuments  to  holding 
company  management.  Three  inadequate  gas 
manufacturing  plants  were  replaced  by  a  modern 
plant  costing  $1,500,000  when  the  Worcester  Gas 
Light  Company  was  acquired  by  the  Association, 
and  high-pressure  service  was  extended  to  com- 
munities previously  without  it.  When  Cambridge 
Electric  Light  Company  was  acquired,  facilities 
for  service  were  increased,  and  $1,500,000  was 
spent  for  new  power  station  equipment.  Likewise, 
in  New  Hampshire  modern  substations  were  built, 
distribution  systems  rebuilt  and  service  extended 
to  new  areas. 

These  situations  have  been  paralleled  in  other 
System  properties.  Gilbert  Station  in  New  Jersey 
and  Saluda  River  development  in  South  Carolina 
are  outstanding  examples.  In  1931,  a  year  when  it 
was  extraordinarily  difficult  to  raise  new  funds, 
the  Associated  System  spent  $13,000,000  on  new 
generating  units,  notably  the  power  plant  at  Bowl- 
ing Green,  Kentucky,  and  on  new  lines  for  extend- 
ing service.  The  fact  that  Associated  customers 
of  the  same  properties  have  doubled  in  number 
during  the  past  decade  indicates  success  in  pro- 
viding adequate  facilities  and  extending  service. 
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EXPERT  MANAGEMENT  AND  ADVICE  MADE 
AVAILABLE  TO  OPERATING  COMPANIES 

The  value  of  expert  management  and  experienced 
executives  was  demonstrated  when  the  Maritime 
Electric  Company  was  acquired.  Quality  of  service 
was  improved,  area  served  widened,  and  use  of 
service  in  homes  and  factories  increased  by  intelli- 
gent new  business  methods  and  inducement  rates. 
Not  only  financial  limitations,  but  also  lack  of 
knowledge  of  modern  utility  business  practice  had 
prevented  these  improvements  by  the  former  man- 
agement. As  a  result  of  the  help  of  a  staff  of  heating 
experts  made  available  by  the  holding  company 
management,  the  Cambridge  Electric  Light  Com- 
pany was  able  to  acquire  a  long  term  contract  to 
supply  steam  heat  to  Harvard  University.  Assist- 
ance of  expert  industrial  engineers  greatly  in- 
creased the  industrial  use  of  gas  in  Worcester  after 
the  company  in  that  city  was  acquired  by  the 
Association. 

Even  more  indicative  of  the  value  of  holding 
company  operation  was  the  effect  on  all  properties 
of  management  policies  in  1931.  A  strong  program 
was  formulated  to  meet  generally  adverse  business 
conditions.  The  formulation  of  this  program  and 
its  application  throughout  the  System  was  an  ex- 
ample of  coordinated  effort  strikingly  illustrative 
of  the  advantages  of  group  management.  If  left  to 
themselves,  many  of  the  companies  might  not  have 
been  able  to  carry  out  effective  programs. 

An  aggressive  new  business  policy  was  adopted, 
designed  to  induce  customers  already  on  lines  to 
increase  their  use  of  services,  and  to  acquire  new 
customers.  To  accomplish  this  end,  all  properties 
offered  inducement  rates,  which  make  possible  ad- 
ditional use  of  electricity  and  gas  at  a  low  cost  per 
unit.  All  properties  also  conducted  campaigns  for 
the  sale  of  load-building  appliances  like  refrigera- 
tors, ranges,  and  water- heaters.  During  the  year 
these  efforts  resulted  in  acquisition  of  29,150  new 
customers  and  sale  of  $6,169,515  in  appliances. 
Average  annual  use  of  electricity  in  homes  in- 


creased 6.8%.  These  and  new  business  efforts  de- 
tailed elsewhere  in  this  report  resulted  in  estimat- 
ed revenue  of  $5,839,326.  This  activity  was 
accompanied  by  a  decrease  of  2%  in  operating  ex- 
penses. The  ability  of  the  120  operating  com- 
panies in  the  Associated  System  to  show  a  gain  in 
new  business  during  this  difficult  year  and  to  re- 
duce expenses  at  the  same  time  is  a  tribute  to 
the  operating  efficiencies  of  management  by  hold- 
ing companies. 

ECONOMIES  IN  GROUP  PURCHASING 

Final  advantages  that  accrue  to  the  operating 
company  in  holding  company  management  are 
economies  of  group  purchases  of  materials,  equip- 
ment, and  insurance,  and  ability  of  the  company 
to  call  upon  facilities  of  the  group  in  case  of  emer- 
gencies, or  in  cases  where  it  has  a  temporary  need 
for  costly  equipment  owned  by  the  group.  The 
advantage  of  interconnections  between  its  own 
lines  and  lines  of  other  companies  in  the  system 
gives  it  a  more  elastic,  reliable  service;  these  inter- 
connections are  especially  valuable  in  times  of 
temporary  interruptions  of  service  on  one  com- 
pany's lines.  The  maj  or  properties  of  the  Associated 
System  are  tied  in  with  the  power  pool  of  the  At- 
lantic Seaboard,  and  further  important  inter- 
connections are  being  made  every  year. 

LOWER  ELECTRIC  RATES 

Holding  company  management  has  benefited 
public  utility  operating  companies;  it  has  also 
benefited  the  public.  Service  has  improved  and 
continues  to  show  improvement.  In  the  Associ- 
ated System  residential  rates  have  declined  12% 
in  the  last  four  years. 

The  holding  company  is  the  agency  that  has 
made  possible  the  marvelous  progress  of  electric 
and  gas  utilities  during  recent  years.  Further  Fed- 
eral regulation  might  correct  isolated  abuses  which 
cannot  be  considered  characteristic  of  the  industry, 
butit  would  most  certainly  impair  the  holding  com- 
panies' resourcefulness,  mobility,  and  efficiency. 


TAXATION 


The  Associated  System  in  1931  paid  or  accrued 
$7,366,531  for  taxes,  a  sum  18%  greater  than 
the  $6,209,204  in  1930.  The  increase  in  gross  oper- 
ating revenues  during  this  year  was  only  1%. 

This  tendency  for  taxes  to  increase  faster  than 
revenues  is  true  throughout  the  utility  industry 


and  in  fact  throughout  business.  In  1931,  taxes  on 
the  electric  light  and  power  companies  alone  were 
$210,000,000,  or  10.5%  of  gross  operating  reve- 
nues. This  is  equivalent  to  taxes  of  $575,000  a  day. 
Since  pre-war  years,  taxes  on  electricity  have 
increased  twice  as  fast  as  have  revenues  from 


Page  twelve 


customers,  while  rates  for  residential  electricity 
have  declined,  as  may  be  seen  in  the  accom- 
panying table. 

Much  of  this  taxation  goes  to  maintain  govern- 
ment pay  rolls,  which  now  list  about  one  in  ten  of 
all  persons  gainfully  employed.  These  officeholders 
are  especially  protected  in  times  of  general  busi- 
ness readjustment  because  their  jobs  are  compara- 
tively safe,  their  salaries  increase  in  value  through 
enhanced  purchasing  power  and  in  many  instances 
are  favored  by  certain  tax  exemptions.  They  are 
therefore  the  last  group  to  abandon  the  old  infla- 
tionary point  of  view.  The  reform  of  government 
finance  is  one  of  the  inescapable  tasks  in  the  pro- 
gram of  general  business  recovery.  It  is  also  an 
essential  to  moderate  taxation  of  utilities. 

The  aim  and  achievement  of  utility  manage- 
ments during  the  past  quarter  century  has  been  to 
make  electric  and  gas  services  available  at  con- 
stantly  lower   costs.    However,    the  mounting 


taxes  that  utility  companies  are  forced  to  pay 
absorb  savings  and  economies  that  would  have 
been  passed  on  to  the  customers  in  lower  rates. 

Thus  far  the  utilities  have  been  able  to  pay  the 
taxes  and  still  reduce  rates,  It  is  conceivable  that 
the  time  will  approach  when  economies  cannot  be 
effected  sufficient  both  to  lower  rates  and  pay 
taxes.  The  lack  of  further  rate  reductions  will  be 
a  deterrent  to  greater  use  by  customers  at  a  time 
when  this  increased  use  is  the  principal  avenue 
of  expansion. 

Such  a  situation  will  also  cause  the  payment  of 
increased  taxes  directly  out  of  earnings,  with  no 
hope  of  the  customers  sharing  the  additional  burden, 
unless  State  public  service  commissions  will  allow 
higher  rates.  At  the  best,  this  is  an  uncertain 
process,  leaving  the  eventuality  of  the  companies 
having  to  bear  the  expense  themselves.  This  would 
cause  a  serious  drain  on  earnings,  cutting  into 
the  dividends  of  stockholders  and  impairing  the 
margin  of  security  for  bondholders. 


ELECTRIC  LIGHT  AND  POWER  COMPANIES 


Year 

Operating 

Taxes 

Taxes  are  % 

Average  Rale 

Revenues 

oj  Revenues 

Residential  Electricity 

1912 

$  250,000,000 

$  13,117,198 

5.2% 

8.9  cents 

1917 

435,000,000 

29,897,106 

6.9 

7.5 

1922 

871,000.000 

73,128,440 

8.4 

7.4 

1926 

1,517,000,000 

140,400,000 

9.3 

7.0 

1927 

1.66G.000.0O0 

157,000,000 

9.4 

6.8 

1928 

1,797,000.000 

178.000,000 

9.9 

6.6 

1929 

1,932,000,000 

187,500,000 

9.7 

6.3 

1930 

2,009,000,000 

203,500,000 

10.1 

6.0 

1931 

1,994,000.000 

210,000,000 

10.5 

5.8 

In  1931  the  Associated  System,  one  of  the  five 
oldest  public  utility  groups  in  the  United  States, 
completed  a  quarter  century  of  group  manage- 
ment. On  March  17,  1906  the  Associated  Gas 
and  Electric  Company,  with  its  principal  office 
at  Ithaca,  New  York,  was  incorporated  for  the 
purpose  of  bringing  together  a  group  of  gas  and 
electric  properties  under  common  management. 

These  twenty-five  years  have  seen  the  making  of 
the  electric  light  and  power  industry  and  the  re- 
juvenation of  the  gas  industry.  The  growth  of 
the  Associated  System  has  more  than  paralleled 
that  of  these  industries.  From  8,000  customers  in 
1906  it  has  grown  to  1,438,000  customers.  The 
original  Associated  Companies  are  still  part  of  the 
Associated  System,  the  oldest  being  the  Ithaca 


Gas  Light  Company,  which  was  established  in 
1852,  Thus  the  Associated  System  Is,  in  effect,  80 
years  old. 

In  1926,  the  New  England  Gas  and  Electric  As- 
sociation was  formed.  It  is  a  part  of  the  Associated 
System  reporting  separately.  Its  properties  serve 
leading  New  England  cities,  including  Worcester, 
Cambridge,  New  Bedford,  and  the  Cape  Cod 
area  in  Massachusetts;  Portsmouth,  New  Hamp- 
shire and  parts  of  the  Maritime  Provinces  of 
Canada.  The  General  Gas  &  Electric  Corporation 
became  a  part  of  the  Associated  System  in  1929, 
and  was  included  as  a  subsidiary  of  the  Associ- 
ated Gas  and  Electric  Company  in  1931.  Its  prop- 
erties serve  in  central  Florida,  and  in  Columbia, 
South  Carolina  and  adjacent  areas. 
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Associated  Gas  and  Electric  Company 

ANNUAL  REPORT 

For  the  Year  Ended  December  37,  1931 

A  SSOCIATED  Gas  and  Electric  Company  is  the  principal  unit  of  the  Associated 
f~\  System.  Its  subsidiaries  serve  1,181,925  customers,  who  account  for  about  86% 
of  System  operating  revenues.  Subsidiaries  of  the  Associated  Company  are  divided  for 
operating  purposes  into  eight  groups:  1.  Mohawk  Valley,  serving  about  one-half  the 
area  of  New  York  State;  2.  Metropolitan  Edison,  in  Eastern  Pennsylvania  and  North- 
western New  Jersey;  3.  Western  Pennsylvania;  4.  American  Utilities,  operating  in 
Louisiana,  Arkansas,  Oklahoma,  Texas,  New  Mexico,  Arizona;  5.  Kentucky -Tennessee- 
Indiana  group;  6.  Staten  Island  Edison,  in  Borough  of  Richmond  (Staten  Island), 
New  York  City;  7.  General  Gas  &  Electric  in  South  Carolina  and  Florida;  8.  Philippine 
group,  in  the  City  of  Manila  and  surrounding  territory. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 
ONtY  SINCE  DATES  OF  ACQUISITION 


Years  ended  December  31, 

Increase 

1931 

1930 

Amount 

% 

S90,575,22S.32 

$84,219,292.74 

$6,355,935.5S 

7.54 

Operating  Expenses,  Maintenance,  All  Taxes,  etc  

Provision   for  Retirement  (Renewals,  Replacements)  of 

$-18,806,976.20 
8,310.493.53 

$45,324,138.80 
4,849,192.79 

$3,482,837.40 
3,461,300.74 

7.68 
71.38 

Total  Operating  Expenses,  etc  

$57,117,469.73 

$50,173,331.59 

$6,944,138.14 

13.84 

$33,457,75S.59 
6,284,895.56 

$34,045,961.15 
9,403,759.56 

$  588,202.56* 
3,118,864.20* 

1.73* 
33.16* 

$39,742,653.95 

$43,449,720.71 

$3,707,066.76* 

8.53* 

Fixed  Deductions  from  Income: 

$10,427,749.11 
5,559,953.I5t 
11,661,911.48 

$  7,782,611.86 
2,594,977.65 
12,123,187.21 

$2,645,137.25 
2,964,975.50 
461,275.73* 

33.99 
114.26 
3.80* 

Total  Fixed  Deductions  from  Income  

$27,649,613.74 

$22,500,776.72 

$5,148,837.02 

22.88 

$12,093,040.21 

$20,948,943.99 

$8,865,903.78* 

42.27* 

*Decrease. 

fExclusive  of  that  portion  of  charges  ranking  after  Fixed  Interest  Requirements  of  Associated  Gas  and  Electric  Company. 


Gross  earnings  including  other  income  were 
$96,860,124;  net  available  for  fixed  charges  and 
other  deductions  after  depreciation,  $39,742,654. 
Net  earnings  available  for  Class  A  Stock  were 
equivalent  to  79  cents  a  share  on  the  average 
number  of  shares  of  Class  A  Stock  outstanding. 


The  consolidated  statement  of  earnings  and 
expenses  for  the  year  1931  includes  the  full  oper- 
ations of  the  General  Gas  &  Electric  Corporation 
and  the  Eastern  Utilities  Investing  Corporation 
for  the  first  time  since  their  acquisition.  Hereto- 
fore, these  two  corporations  have  been  treated  as 
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investment  companies  and  the  income  from  them 
has  been  included  as  other  income.  They  are  now 
being  included  as  subsidiaries  of  the  Associated 
Gas  and  Electric  Company.  Inasmuch  as  their 
operations  are  not  included  in  the  1930  figures 
above,  conclusions  should  not  be  predicated  upon 
the  foregoing  comparisons. 

The  comparisons  made  in  the  following  para- 
graph are  on  the  basis  of  including  these  two 
groups  in  the  1930  figures  to  arrive  at  the  correct 
result. 

Operating  revenues  of  the  Company  increased 
$1,177,306,  and  have  held  up  favorably  in  spite 
of  lessened  use  of  services  by  industries,  smaller 
consumption  of  gas  for  house  heating  occasioned 
by  unseasonable  weather,  and  a  reduction  in  street 
railway  traffic,  which  fortunately  is  only  a  small 
portion  of  the  Company's  business.  Operating 
expenses,  maintenance,  etc.  increased  $71,071  and 
provision  for  taxes  was  $1,018,968  higher  than  for 
1930.  Provision  for  retirement  (renewals,  replace- 
ments) of  fixed  capital,  etc.  increased  $3,046,807. 
The  result  was  net  operating  revenues  of  $33,457,- 


759  compared  to  $36,417,299  in  1930,  a  reduction 
of  $2,959,540. 

The  adequacy  of  net  earnings  to  cover  fixed  in- 
terest charges  is  shown  in  the  accompanying 


table. 

Times  Earned  "Overall" 

Bejore  Ajter 

Year                          Depreciation  Depreciation 

1926                               1.84  1.62 

1927                               1.99  1.79 

1928                                2.12  1.90 

1929                               2.05  1.89 

1930                               2.15  1.93 

1931                               1.74  1.44 


The  fact  that  earnings  on  Class  A  Stock  were 
lower  in  1931  than  1930  is  accounted  for  by  the 
decline  in  non-operating  income,  and  by  the  in- 
creases of  21%  in  taxes  and  58%  in  the  amount  set 
aside  for  the  depreciation  and  replacement  of  fixed 
capital.  While  this  increase  in  the  provision  for 
replacements  necessarily  affects  the  earnings  on 
Class  A  Stock,  it  is,  however,  a  desirable  policy 
from  the  long  term  point  of  view. 


AUDITING 


The  Company  has  continued  its  policy  of  having 
its  accounts  and  those  of  the  constituent  com- 
panies examined  by  Messrs.  Haskins  &  Sells,  Certi- 
fied Public  Accountants,  except  that  the  Manila 
companies  are  audited  by  other  certified  public 
accountants.  Due  to  the  size  of  the  System,  it 
was  not  practicable  to  complete  the  examination 
of  all  of  the  companies  prior  to  the  issuance  of 
this  report.  At  the  present  time  the  Associated 
Gas  and  Electric  Company  itself  and  a  consider- 
able number  of  the  subsidiaries  (approximately 
40%  in  point  of  gross  revenues)  have  been  ex- 
amined and  the  others  are  under  way  or  will  be 
shortly.  Pending -the  completion  of  the  examina- 
tion of  the  accounts  of  the  subsidiaries,  Messrs. 
Haskins  &  Sells  have  reviewed  the  consolidated 
statements  prepared  by  the  Company  for  the 


year  ended  December  31,  1931,  from  the  stand- 
point of  proper  compilation  from  the  reports  of 
subsidiary  companies. 

Upon  the  completion  of  the  examination  of  the 
accounts  of  the  Company  and  subsidiaries(except- 
ing  the  Manila  companies),  for  the  year  ended 
December  31,  1930,  Messrs.  Haskins  8l  Sells  ren- 
dered their  report,  which  was  in  agreement  with 
the  statements  published  in  the  Company's  annual 
report  for  1930  (pages  18  to  21  inclusive),  with  the 
exception  of  the  segregation  from  Funded  Debt 
of  $7,316,605.39,  representing  obligations  matur- 
ing during  1931.  In  their  report  they  did  not 
pass  upon  the  valuation  of  investments,  and  called 
attention  to  the  fact  that  amortization  of  debt 
discount  and  expense  was  charged  direct  to  capital 
surplus  or  corporate  surplus. 


FINANCING 


Conditions  arising  from  the  uncertainty  that 
existed  in  financial  markets  during  1931  have  well 
justified  the  Associated  plan  of  finance.  This  plan 
is  to  obtain,  as  far  as  practicable,  all  new  money 
by  the  issuance  of  securities  of  the  parent  com- 


pany, and  to  restrict  to  a  minimum  issues  of  bonds 
and  preferred  stocks  of  operating  subsidiaries.  The 
successful  execution  of  this  policy  over  several 
years  has  left  a  reservoir  of  credit  in  the  subsidiary 
companies  for  contingencies.  At  the  beginning  of 
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1932.  It  is  proposed  to  finance  these  obligations 
by  the  sale  of  part  of  the  reserve  of  mortgage 
bonds  mentioned  above.  The  obligations  them- 
selves are  as  follows : 


1932  there  were  available  for  sale  $60,000,000  in 
operating  company  mortgage  bonds,  nearly  all  of 
which  are  legal  for  savings  banks. 

This  reserve  of  credit  is  important  in  view  of 
obligations  of  operating  companies  maturing  in 

June  16,  1932 

Bank  loans  of  operating  subsidiaries   $5,974,750* 

One-year  notes  of  operating  subsidiaries: 

Rochester  Gas  and  Electric  Corp.  3%  due  July  15   $  9,580,000 

Pennsylvania  Electric  Co.  3J-^%  due  August  1   8,065,000 

Total  one-year  notes    (excluding  notes  of  Staten  Island  Edison  Corporation 

mentioned  below)   $17,645,000 

*The  greater  portion  of  these  loans  have  been  funded  so  as  to  be  paid  as  they  mature  out  of  earnings-  The  balance 
were  incurred  to  protect  bank  balances,  are  offset  by  equivalent  cash,  and  are  being  paid  as  they  mature. 


Staten  Island  Edison  Corporation,  a  subsidiary 
of  the  Company,  sold  in  1931  an  issue  of  $7,500,- 
000  3%  One-Year  Gold  Notes,  due  June  15,  1932. 
It  was  the  opinion  of  the  bankers  through  whom 
the  issue  was  offered  that  in  view  of  conditions 
existing  in  the  securities  markets,  the  maturity 
should  be  met  by  an  issue  of  6%  Refunding  and 
Improvement  Mortgage  Gold  Bonds,  due  June 
14,  1933.  Holders  of  the  One- Year  Gold  Notes 
were  offered  $1,000  principal  amount  of  the  new 
issue  and  $10  in  cash  for  each  $1,000  principal 
amount  of  One-Year  Notes.  At  the  date  of  pub- 
lication of  this  report  (June  16,  1932)  the  ex- 
change offer  had  been  accepted  by  the  holders  of 
over  63%  of  the  outstanding  notes.  The  bankers 
who  offered  the  notes  have  announced  that  the 
exchange  offer  has  been  extended  to  June  25,  1932. 

Proceeds  from  the  sale  of  8%  Eight  Year  Gold 
Bonds  of  the  Associated  Gas  and  Electric  Cor- 
poration, a  subsidiary  of  the  Associated  Gas  and 
Electric  Company,  savings  from  earnings,  etc., 
have  made  it  possible  to  pay  all  the  bank  loans 
and  purchase  money  obligations  of  the  Associated 
Gas  and  Electric  Company,  which  amounted  to 
$10,440,153  on  December  31,  1931. 

Progress  of  the  Associated  Gas  and  Electric  Com- 
pany (Parent  Company)  in  paying  these  bank 
loans  and  purchase  money  obligations,  contract- 
ed during  the  Company's  period  of  expansion, 
is  seen  in  the  following  table : 

June  16,       Dec.  31,       Dec.  31, 
1932  1931  1930 

None        $7,450,000  $15,000,000 


SECURITY  ISSUES  DURING  1931 

During  1931  there  were  four  issues  of  mortgage 
bonds  and  three  issues  of  one-year  notes  of  sub- 
sidiaries, for  the  purpose  of  retiring  securities  of 
greater  yields  and  repayment  of  advances. 

The  mortgage  bond  issues  were  as  follows : 
New  Jersey  Power  &  Light  Company,  4J^%.  $8,048,500 

Pennsylvania  Electric  Company,  4%   5,442,000 

Metropolitan  Edison  Company,  4%   4,770,000 

New  York  State  Electric  &  Gas  Corp.,  4%%.  6,985,100 

The  one-year  notes  of  subsidiaries  were  as  follows: 
Staten  Island  Edison  Corp.  3%  due  June  15. .  .  $7,500,000 
Rochester  Gas  and   Electric   Corp.  3%  due 

July  15   10,000,000 

Pennsylvania  Electric  Co.  3M%  due  August  1  9,000,000 


Bank  loans  

Purchase  money 
obligations  


None 


2,990,153  8,831,793 


DISPOSITION  OF  AVERAGE  MONTHLY 

REVENUE  PER  CUSTOMER 

it 

Expenses 

$3.01^ 

■ 

Interest  and 

Underlying 

Preferred 

Dividends 

$2.03*- 

Balance  after 

Fixed 

Deductions 

$  .95*- 

Total 

$5-99 
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There  were  also  issued  $2,500,000  in  6%  bonds 
of  The  Metropolitan  Edison  Corporation. 

New  Bedford  Gas  and  Edison  Light  Company, 
an  operating  company  in  the  Associated  Gas  and 
Electric  System,  but  not  a  subsidiary  of  Associ- 
ated Gas  and  Electric  Company,  also  sold  in  1931 
an  issue  of  $4,500,000  3%  Gold  Notes,  due  June 
15,  1932.  These  notes  were  paid  at  maturity 
with  funds  obtained  from  bank  loans.  The  loans 
are  to  be  repaid  out  of  earnings  over  a  period  of 
two  years. 

DECISION  TO  CONSERVE  CASH 

The  first  half  of  1931  was  characterized  by  a 
financial  market  that  was  reasonably  receptive  to 
bond  issues,  and  financing  throughout  the  electric 
industry  was  on  a  scale  comparable  to  that  of  1930. 
However,  unsatisfactory  market  conditions,  bank 
failures,  declining  business,  and  other  conditions 
attendant  upon  the  present  severe  depression  made 
it  increasingly  difficult  to  market  securities  by  the 
middle  of  the  year.  High  grade  utility  issues  that 
were  offered  during  the  summer  were  disposed  of 


with  difficulty.  During  October  not  a  single  impor- 
tant long-term  issue  was  sold.  In  November  and 
December  a  few  bond  issues  were  put  out,  but  the 
capacity  of  the  market  was  very  definitely  limited. 
This  situation  was  reflected  in  the  trend  of  bond 
prices.  Thirty-eight  representative  utility  deben- 
ture bonds  which  averaged  87  on  July  1,  1931, 
declined  to  69}^  by  October  1,  and  to  59^£  on 
December  31. 

In  view  of  this  unusually  difficult  credit  situa- 
tion, it  became  the  consensus  of  opinion  that  it  was 
good  policy  to  conserve  cash.  Such  a  move  was 
especially  desirable  in  the  case  of  electric  and  gas 
utilities,  because  public  service  commissions  have 
never  intended  that  rates  should  produce  revenue 
sufficient  to  pay  off  maturing  obligations.  Since 
these  obligations  could  not  be  refinanced  through 
earnings,  and  since  general  business  conditions 
made  it  increasingly  difficult  to  market  securities 
the  Associated  Gas  and  Electric  Company  adopted 
the  policy  of  conserving  what  cash  it  had  on  hand 
or  was  likely  to  accumulate.  It  was  this  necessity 
which  moved  the  Directors  to  suspend  cash  divi- 
dends on  Class  A  Stock. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

and  Subsidiary  and  Affiliated  Companies 

Comparison  of  Total  Assets  with  Funded  Debt  and  Mortgage  and  Secured  Debt 


Year 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 


Total 
Asset! 
S  6,577,020 
6,942,570 
14,962,694 
10,245,317 
64,990,096 
217,388,432 
255,161,569 
312,701,682 
31  B,5!  4,494 
900,491,543 
922,008,793 
941,238,518 


Total  Assets- 


Funded  Debt- 


Secured  Debt- 


J  3.658,800 
3,619,000 
6702,600 
6,329,690 
20,452,900 
70,862,150 
44,769,600 
41,016,224 
28,666,534 
183,296,445 
137,449,818 
160,097,853 
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NEW  GROUPING  OF  OPERATING  COMPANIES 

Operating  companies  were  combined  under  four 
major  group  companies  as  follows:  (1)  Associated 
Electric  Company — Properties  in  Western  Pennsyl- 
vania, Kentucky,  Tennessee,  Missouri,  Ohio,  Indi- 
ana, Illinois,  South  Dakota,  and  the  Philippine 
Islands;    (2)  The  Mohawk   Valley   Company — 


Properties  serving  about  one -half  the  area  of 
New  York  State;  (3)  The  Metropolitan  Edison 
Corporation — Properties  in  Eastern  Pennsylvania, 
Northwestern  New  Jersey  and  Staten  Island 
(New  York  City);  (4)  General  Gas  &  Electric 
Corporation  —  Properties  in  South  Carolina  and 
Florida. 


1,181,925  CUSTOMERS 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
NUMBER  OF  CUSTOMERS 

Growth  in  Number  of  Customers 
Served  by  Properties  While  in 
Associated  Gas  and  Electric  Company 
1916  —  20,540  1923  48,666 

1917—  23,879  1924 — 116,339 

1918—  23,836  1925 — 318,540  _ 

1919—  25,670  1 926—  423,540 

1920—  27,436  1927 — 442,636 

1921 —  29,170  1928 — 474,448  

1922  —  44,217  1929-1,081,037 

1930  1,122,1  67_ 

1931  1,181,925 


-1000c: 
> 

-800  o 
O 

-600^ 


-400  O 


1916  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31 


Inclusion  during  1931  of  the  General  Gas  & 
Electric  Corporation  as  a  subsidiary  of  the 
Associated  Gas  and  Electric  Company  brings 
the  number  of  customers  of  Associated  Com- 
pany properties  to  1,181,925,  compared  to 
1,122,167  in  1930. 

Of  the  total  number  of  customers,  698,158 
are  residential  electric  customers  who  account 
for  35%  of  the  electric  operating  revenues.  This 
large  number  of  residential  customers  is  an 
important  element  of  stability  in  Company 
revenues,  because  use  of  electricity  by  these 
consumers  has  been  little  affected  by  prevailing 
business  conditions. 


COMMENTS  ON  COMPARATIVE  CONSOLIDATED  BALANCE  SHEETS, 
INCOME  ACCOUNTS  AND  SURPLUS  ITEMS 


Prior  to  1931  the  holdings  in  General  Gas  & 
Electric  Corporation  and  Eastern  Utilities  Invest- 
ing Corporation  were  carried  as  investments  and, 
therefore,  these  companies'  assets  and  liabilities 
were  not  included  in  the  consolidated  statements 
of  Associated  Gas  and  Electric  Company  and  its 
subsidiaries.  During  1931  it  was  decided  that  the 
inclusion  of  these  two  companies  in  the  consolida- 
tion would  result  in  a  more  complete  and  compre- 
hensive statement  of  the  financial  condition  of  the 
parent  company  and  its  subsidiaries  and  therefore 
the  figures  submitted  herein  for  the  year  1931  have 
been  prepared  upon  that  basis. 

As  a  result,  a  comparison  of  the  consolidated 
balance  sheets  of  Associated  Gas  and  Electric 
Company  at  December  31,  1931  and  December  31, 
1930  discloses  substantial  changes  in  some  of  the 
balance  sheet  items,  and  the  following  comments 


regarding  the  principal  differences  are  included  to 
assist  in  the  interpretation  of  the  statements: 

Fixed  Capital — A  substantial  proportion  of  the 
increase  in  this  item  is  due  to  the  inclusion  in  1931 
of  the  fixed  capital  balances  of  the  subsidiaries  of 
General  Gas  &  Electric  Corporation  (Broad  River 
Power  Company,  Lexington  Water  Power  Com- 
pany, etc.).  The  balance  of  this  account  at  Decem- 
ber31, 1931alsoincludesareductionof  $30,000,000 
taken  out  of  theReserveforContingencies,  in  recog- 
nition of  the  current  general  decline  in  price  levels. 

Investments— The  decrease  in  this  item  is  due 
to  the  investment  in  securities  of  General  Gas  & 
Electric  Corporation  and  Eastern  Utilities  Invest- 
ing Corporation  which  were  included  in  "Invest- 
ments" at  December  31,  1930  but  which  have  been 
ehminated  from  the  1931  statements  as  the  result 
of  including  these  companies  in  the  consolidation. 
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Capital  Stock  and  Surplus  of  Associated  Gas  and 
Electric  Company — The  decrease  of  approximately 
$150,000,000  in  this  item  in  1931  is  due,  in 
large  measure,  to  the  elimination  in  consolidation 
of  the  Preferred  and  Preference  Stocks  of  Associ- 
ated Gas  and  Electric  Company  held  by  General 
Gas  &  Electric  Corporation  and  Eastern  Utilities 
Investing  Corporation,  which  were  included  as 
outstanding  in  the  1930  figures.  This  item  also  re- 
flects a  transfer,  authorized  by  the  Directors,  of 
$50,000,000  from  capital  surplus  to  a  reserve  for 
contingencies. 

Stocks,  and  Applicable  Surplus,  the  Majority  of 
which  are  of  the  Same  Rank  with  Stocks  of  Associated 
Gas  and  Electric  Company — This  caption  includes 
the  Preferred,  Preference,  Class  A  and  B  Common 
Stocks,  and  applicable  surplus,  of  General  Gas  & 
Electric  Corporation  and  Eastern  Utilities  Invest- 
ing Corporation  held  by  the  public.  These  stocks 
are  so  classified  because  Associated  Gas  and 
Electric  Company  securities  comprise  a  large 
proportion  of  the  investments  of  General  Gas 
&  Electric  Corporation  and  Eastern  Utilities 
Investing  Corporation  and  the  latters'  stocks  are 
considered  as  ranking,  therefore,  with  the  stocks 
of  Associated  Gas  and  Electric  Company  in  the 
consolidated  statements. 

Obligations  Convertible  into  Stock  at  Company's 
Option  and  Obligations  of  Equivalent  Rank — The 
items  thus  labeled  in  the  December  31,  1931 
consolidated  balance  sheet  should  be  combined 
for  proper  comparison  with  the  1930  figures.  The 
item  of  $50,448,121.49  is  the  amount  of  such  obli- 
gations of  Associated  Gas  and  Electric  Company 
actually  outstanding  with  the  public.  The  reduc- 
tion during  the  year  is  due,  mainly,  to  the  elimina- 
tion in  the  consolidated  statements,  of  the  holdings 
of  such  obligations  by  General  Gas  &  Electric 
Corporation,  Eastern  Utilities  Investing  Corpora- 
tion and  Binghamton  Light,  Heat  &  Power  Co. 

The  item  of  obligations  of  equivalent  rank, 
$24,790,000,  represents  General  Gas  &  Electric 
Corporation  Gold  Notes,  Eastern  Utilities  Invest- 
ing Corporation  Debentures,  and  Binghamton 
Light,  Heat  &  Power  Co.  Preferred  Stock  out- 
standing in  the  hands  of  the  public.  As  these 
securities  are  represented  by  investments  of  the 
three  companies  in  convertible  obligations  of  Asso- 
ciated Gas  and  Electric  Company  they  are  classi- 
fied as  being  of  equal  rank  therewith. 


Funded  Debt  of  Operating  Companies — Of  the 

increase  of  over  $55,000,000  in  funded  debt  of 
operating  companies  $25,828,500  represents  the 
bonds  of  the  subsidiaries  of  General  Gas  &  Electric 
Corporation.  The  issuance  during  1931  of  addi- 
tional underlying  securities,  due  to  the  demoralized 
condition  of  financial  markets,  which  made  it  nec- 
essary to  offer  mortgage  bonds  to  provide  funds 
for  construction,  maturities,  and  so  forth  accounts 
for  the  remainder  of  the  increase. 

Funded  debt  of  Associated  Gas  and  Electric 
Company  increased  approximately  $50,000,000 
during  the  year  1931,  due,  principally,  to  the  issu- 
ance of  debentures  of  Associated  Gas  and  Electric 
Company  in  exchange  for  securities  of  General  Gas 
&  Electric  Corporation,  Eastern  Utilities  Investing 
Corporation  and  other  subsidiaries. 

Reduction  in  notes  payable  from  $15,005,084.00 
to  $9,343,927.75  more  than  accounts  for  the 
$4,502,696.13  decrease  in  the  "cash"  account. 

Reserve  for  renewals,  replacements  and  retire- 
ments of  fixed  capital  increased  approximately 
$6,300,000  during  the  year  and  other  reserves  show 
an  increase  of  about  $4,000,000.  The  management 
believes  that  under  present  economic  conditions  it 
is  especially  desirable  to  provide  adequate  reserves 
for  the  retirement  of  fixed  capital. 

Recognizing  the  shrinkage  in  the  value  of  in- 
vestments and  the  decline  in  price  levels  and  to 
provide  for  possible  contingencies,  the  Directors 
authorized  the  segregation  of  $50,000,000  from 
capital  surplus  to  reserves  for  contingencies.  As 
previously  mentioned,  $30,000,000  of  this  reserve 
was  applied  to  reduce  the  amount  at  which  fixed 
capital  is  stated  on  the  balance  sheet. 

Income  Account — On  page  31  the  comparative 
consolidated  income  account  discloses  an  increase 
in  the  operating  revenues  of  $6,355,935.58.  This  is 
due  primarily  to  the  inclusion  of  the  operating  rev- 
enues of  the  General  Gas  &  Electric  Corporation 
and  its  subsidiaries  which  were  not  previously  in- 
cluded in  the  consolidated  statement.  The  increase 
in  operating  expenses  is  also  primarily  accounted 
for  by  the  inclusion  of  the  operating  subsidiaries. 

The  increase  in  the  Provision  for  Retirements  is 
due  to  the  inclusion  of  the  operating  subsidiaries 
mentioned  above  in  the  amount  of  $771,151.68, 
and  the  balance  of  the  increase  is  due  to  the  desire 
of  the  management  to  provide  adequate  reserves 
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for  the  retirement  of  fixed  capital  and,  with  that 
in  mind,  has  increased  the  provisions  materially 
over  the  amounts  which  were  provided  in  preced- 
ing years. 

The  decrease  in  Other  Income  of  $3,118,864.20 
is  due  primarily  to  the  fact  that  in  preceding  years 
the  Company  treated  as  other  income  the  interest 
and  dividends  which  it  received  from  its  holdings 
in  securities  of  General  Gas  &  Electric  Corpora- 
tion and  Eastern  Utilities  Investing  Corporation. 
Due  to  the  consolidation  of  these  two  companies 
in  the  statement  for  the  year  1931,  such  items  of 
income  are  eliminated  and  in  their  place  is  sub- 
stituted the  actual  operations  of  the  companies 
now  included.  The  result  of  the  substitution  of  the 
actual  operations  of  these  companies  is  noted  in 
the  increase  in  the  various  Items  which  are  being 
described  herewith. 

The  increase  in  Operating  Companies'  Charges 
is  due  to  the  inclusion  of  the  operating  companies 
mentioned  above  in  the  amount  of  $1,543,711.55, 
and  the  fact  that  the  management  found  it  neces- 
sary during  the  year  1931  to  finance  part  of  its  re- 
quirements through  the  issuance  of  operating 
company  mortgage  bonds. 

The  increase  in  Group  Companies',  Etc.,  Charges 
is  due  to  the  inclusion  of  the  charges  of  the  General 


Gas  &  Electric  Corporation,  Eastern  Utilities  In- 
vesting Corporation  and  W.  S.  Barstow  &  Co. 

The  statement  shows  a  decrease  of  $8,855,- 
903.78  in  earnings  after  taking  care  of  the  Fixed 
Interest  Requirements  of  Associated  Gas  and 
Electric  Company.  This  is  due  principally  to  the 
larger  increase  in  the  provision  for  retirements, 
and  the  fact  that  the  interest  and  dividends  receiv- 
ed from  the  General  Gas  &  Electric  Corporation 
and  Eastern  Utilities  Investing  Corporation  have 
now  been  omitted  in  consolidation  and  replaced 
by  the  actual  operations  of  the  above  companies. 

To  a  large  extent  this  decrease  is  offset  by  de- 
creases in  interest  and  dividend  requirements  of 
junior  securities  of  the  Associated  Gas  and  Electric 
Company,  which  are  shown  as  charges  to  Surplus 
on  page  23. 

Surplus  Account — The  statement  of  consolidated 
surplus  on  page  23  reflects  the  inclusion  of  the 
companies  mentioned  above.  The  deductions  from 
surplus  include  the  interest  and  dividends  paid  on 
securities  of  those  companies  outstanding  in  the 
hands  of  the  public.  The  charges  on  such  securities 
have  been  classified  in  such  a  manner  that  they 
are  shown  with  the  type  of  security  from  which 
they  derive  their  income  in  order  to  pay  dividends 
on  their  own  securities. 


CONCLUSION 


During  1931  the  electric  and  gas  utilities  main- 
tained a  better  record  of  earnings  than  perhaps  any 
other  major  industry.  The  Associated  Gas  and 
Electric  Company  maintained  a  record  comparing 
favorably  with  that  of  the  industry  as  a  whole. 

This  showing  of  the  utilities  is  due  to  the  fact 
that  electricity  and  gas  are  growing  industries 
which  supply  daily  needs  in  the  home,  that  the  in- 
dustry has  no  problem  of  overproduction,  and  that 
electricity  and  gas  are  not  subject  to  wide  price 
fluctuations.  While  utilities  do  not  make  the  large 
profits  a  private  business  can  earn  in  prosperous 
times,  they  should  not  suffer  the  same  declines  in 
poor  times. 

The  showing  of  the  Associated  Gas  and  Electric 
Company  is  due  to  its  large  proportion  of  domestic 
service,  42%  of  total  gas  and  electric  operating 
revenues,  a  higher  percentage  than  the  average  for 
other  large  utility  groups.  It  is  also  due  to  operat- 


ing policies  which  concentrate  efforts  on  new  busi- 
ness in  a  time  when  new  business  is  harder  to  ob- 
tain. 

THE  PRICE  OF  ASSOCIATED  SECURITIES 

In  view  of  the  inherent  soundness  of  the  Com- 
pany, one  might  ask  with  some  justification  why 
its  securities  are  selling  at  such  low  prices.  Expla- 
nation for  this  lies  in  the  influence  of  four  factors, 
three  of  which  have  been  created  by  conditions 
outside  the  Company's  control. 

The  first  reason  is  that  in  times  of  fear  such  as 
have  recently  prevailed  in  the  stock  and  bond  mar- 
kets, investors  have  a  tendency  to  take  their 
money  out  of  stocks  and  debentures  and  put  it  into 
banks,  government  bonds,  and  lock  boxes. 

The  second  reason  is  that  the  price  of  securities 
is  governed,  as  in  the  case  of  everything  else,  by 
supply  and  demand.  Due  to  the  rapid  growth  of 
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the  System  since  1925,  it  was  necessary  to  create 
large  issues  of  securities  which  were  not  fully  di- 
gested by  the  investing  public  at  the  time  of  the 
break  in  the  market.  This  aggravated  what  has 
developed  into  an  oversupply  of  all  kinds  of  se- 
curities. The  result  was  that  prices  of  Associated 
securities  were  driven  below  what  appears  to  be 
any  reasonable  level  of  value. 

Political  agitation  against  public  utilities  no 
doubt  has  an  adverse  effect  upon  utility  securities. 
The  principal  cause  of  government  regulation  of 
private  business  in  the  past  has  been  a  purported 
safeguarding  of  the  public  interest  against  the 
evils  of  unrestricted  competition  on  one  hand  and 
of  unrestricted  monopoly  on  the  other.  Neither  of 
these  conditions  obtains  in  the  public  utility  in- 
dustry, and  the  current  criticism  comes  not  from  a 
public  that  is  seeking  better  service  but  from  poli- 
ticians who  are  seeking  votes.  This  is  a  matter 
which  warrants  consideration  by  every  holder 
of  public  utility  securities,  because  it  is  a  matter 
that  can  be  remedied  only  by  an  aroused  public 
opinion. 

A  final  reason  why  Associated  securities  are  un- 
derpriced  is  that  the  abuses  of  holding  company 
power  by  some  utility  holding  companies  have 
been  carelessly  alleged  against  all  holding  com- 
panies, the  Associated  included.  A  careful  inspec- 
tion of  Associated  Gas  and  Electric  Company  his- 
tory will  show  that  it  is  not  responsible  for  such 
abuses. 


The  Associated  Gas  and  Electric  Company  is  in- 
terested in  the  management  of  its  properties,  not 
merely  in  their  ownership.  No  properties  of  any 
size  or  significance  have  been  sold  in  recent  years. 
Moreover,  properties  are  concentrated  in  de- 
sirable areas  in  New  York,  Pennsylvania,  and 
New  Jersey,  where  they  constitute  natural  operat- 
ing units. 

The  Company  has  emphasized  the  importance 
of  figuring  earnings  on  the  "overall"  basis,  which 
shows  a  truer  picture  of  the  relation  of  earnings 
to  interest  requirements.  The  Company  has  taken 
a  leading  position  among  utilities  in  the  simplifica- 
tion of  its  financial  structure.  Security  issues  were 
reduced  by  three  parent  company  issues  and  147 
underlying  issues  of  subsidiaries  during  the  six 
years  ended  December  31,  1931.  Gross  income  is 
ample  so  that  it  could  shrink  30%  and  still  cover 
the  interest  on  Associated  bonds.  It  is  almost  in- 
conceivable that  such  a  shrinkage  could  occur, 
since  the  decline  was  only  8.5%  in  the  last  year. 

The  evidence  in  all  these  matters  bears  out  the 
inherent  soundness  of  the  Associated  Gas  and 
Electric  Company  and  its  securities. 

Respectfully  submitted, 
FOR  THE  BOARD  OF  DIRECTORS, 

J.  I.  MANGE, 

President 


June  16,  1932 
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Associated  Gas  and  Electric  Company 

CONDENSED  CONSOLIDATED  INCOME  ACCOUNT 

For  the  year  ended  December  31,  1931 

(Income  of  Companies  acquired  during  the  year  is  included  only 
from  approximate  dates  of  acquisition  to  December  31,  1931) 

Operating  Revenues; 

This  represents  the  amount  billed  to  customers  for  electricity,  gas,  water,  etc. 

Electric   $69,379,210.81 

Gas   12,423,570.49 

Water,  Transportation,  Heat  and  Miscellaneous   8,772,447.02 

Total  Operating  Revenues   $90,575,228.32 

Operating  Expenses,  Maintenance,  Taxes,  Etc.  (including  Companies'Accru- 

als  for  1931  Federal  Income  Taxes)   $48,806,976.20 

Covers  all  the  expenses  of  operation,  including  maintenance,  materials, 
purchased  electricity,  accounting,  management,  etc. 

Provision  for  Retirement  (Renewals,  Replacements),  of  Fixed  Capital 

— Depreciation,  Etc   8,310,493.53 

The  amount  accrued  for  retiring  property  due  to  obsolescence  or  inadequacy. 

Total  Operating  Expenses,  Etc   57,117,469.73 

Operating  Income   $33,457,758.59 

Amount  remaining  after  all  expenses  and  taxes  have  been  deducted. 

Other  Income: 

Income  of  Non-utility  Subsidiaries   2,870,469.07 

Other  Interest,  Dividends,  Etc   3,414,426.29 

Gross  Income   $39,742,653.95 

Less — Fixed  Charges  and  Other  Deductions: 

Subsidiary  Companies: 

Operating  Companies'  Interest  on  Funded  and  Unfunded  Debt  (less  Interest 

during  Construction)   $  7,874,990.59 

Operating  Companies'  Preferred  Stock  Dividends   2,463,491.26 

Group  Companies',  Etc.  Interest  and  Preferred  Stock  Dividends   5,559,953.15* 

Income  applicable  to  Common  Stocks  of  Subsidiary  Companies  held  by  the 

Public   89,267.26  15,987,702.26 

Balance   $23,754,951.69 

Fixed  Interest  Requirements  of  Associated  Gas  and  Electric  Company: 

Funded  Debt   $11,156,551.45 

Unfunded  Debt   505,560.03  11,661,911.48 

{Times  Earned—  Bejore  Depreciation   2,75 

Times  Earned— -After  Depreciation   2.03 

Times  Earned  "Over-all" — Before  Depreciation.  ....  1.74 

Times  Earned  "Over-all" — After  Depredation   1.44 

Balance   $12,093,040.21 


*Exclusive  of  that  portion  of  charges  ranking  after  Fixed  Interest  Requirements  of  Associated  Gas  and  Electric 
Company. 

The  above  income  account  consolidates  the  full  year's  operations  of  General  Gas  &  Electric  Corporation  and  Eastern 
Utilities  Investing  Corporation.  Unamortized  debt  discount  and  expense  has  been  charged  to  capital  surplus,  except  that 
in  the  case  of  certain  subsidiary  companies  a  portion  thereof  was  charged  to  corporate  surplus  during  the  year. 
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Associated  Gas  and  Electric  Company 

STATEMENT  OF  CONSOLIDATED  SURPLUS 

For  the  year  ended  December  51,  1931 


CONSOLIDATED  EARNED  SURPLUS 

Balance — January  1,  1931,  (Including  $4,614,514.05  Surplus  of  Companies  not 

Previously  Consolidated*)   $  7,685,258.37 

Balance  of  Income,  Year  ended  December  31,  1931   12,093,040.21 

Miscellaneous  Adjustments  (net)   187,566.67 

Total   $  19,965,665.25 

Deductions: 

Interest  on  Obligations  Convertible  into  Stock  at  Company's  Option,  being  con- 
verted in  1932  ($2,465,983.48)  and  Other  Charges  Ranking  therewith 
($1,654,026.19)   $  4,120,009.67 

Dividends  on  Preferred  Stock  ($1,917,015.24)  and  Other  Dividends  Ranking 

therewith  ($514,052.47)   2,431,067.71 

Dividends  on  Preference  Stock  ($536,122.46)  and  Other  Dividends  Ranking 

therewith  ($1,448,647.51)   1,984,769.97 

Priority  Dividends  on  Class  A  Stock   3,628,767.64 

Priority  Dividends  on  Class  B  Stock   299,869.13 

Additional  Provision  for  Retirement   (Renewals,   Replacements)    of  Fixed 

Capital— Depreciation,  Etc.  Applicable  to  the  Year  1930   295,152.10 

Amortization  of  Debt  Discount  and  Expense   and    Premium    on  Retired 

Bonds   590,186.74 

Adjustment  of  Surplus  of  Subsidiaries  at  Acquisition,  Applicable  to  Prior  Period  763,181.89  14, 113,004.85 


Balance— December  31,  1931   $  5,852,660.40 

•Principally  General  Gas  Si  Electric  Corporation  and  Eastern  Utilities  Investing  Corporation. 


CONSOLIDATED  CAPITAL  SURPLUS 

Balance— January  1,  1931   $  26,674,004.07 

Additions: 

From  reduction  of  stated  capital  for  stocks   11 1,060,834.60 

Distribution  from  subsidiary  (not  consolidated)  of  profit  from  security  transactions   4,325,900.00 

Total   $142,060,738.67 

Deductions: 

Debt  discount  and  expense — Balance   $17,223,480.28 

Cost  of  refinancing— Balance   24,582,596.15 

Adjustment  of  book  value  of  securities   2,482,248.01 

Book  value  of  contracts  eliminated  in  consolidation   15,847,400.15 

Adjustment  of  book  value  of  fixed  capital  assets  (net)   372,244.17 

Unamortized  suspense  eliminated  in  consolidation   2,307,857.61 

Miscellaneous  deductions  (net)   86,126.25 

Transferred  to  Reserve  for  Contingencies   $50,000,000.00 

Less  offset  by  subsidiary  charges  in  consolidation   7,540,715.54  42,459,284.46 

Total   105,561,237.08 

Balance— December  31,  1931   $  36.699,501.59 
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Associated  Gas  and  Electric  Company 

CONDENSED  CONSOLIDATED  BALANCE  SHEET 

December  31,  1931 


ASSETS  SIDE 

FIXED  CAPITAL   $832,280,912.38 

This  amount  represents  the  generating  equipment,  systems  for  the  transmission  and  distribu- 
tion of  electricity,  gas  and  water,  and  franchises,  etc. 

INVESTMENTS   78,269,460.91 

Securities  of  other  companies,  including  advances  to  subsidiary  and  affiliated  companies  not 
included  in  the  consolidation.  Certain  stocks  and  bonds  of  underlying  companies  which 
eliminate  in  this  statement  are  pledged  with  trustees  under  outstanding  funded  debt. 

CASH   8,466,497.93 

The  cash  in  bank  and  on  hand  to  pay  current  obligations. 

SPECIAL  DEPOSITS  (see  contra)   1,252,540.24 

Cash  deposits  for  specific  purposes,  such  as  funds  for  the  payment  of  matured  interest  and 
bonds  called  for  redemption. 

ACCOUNTS  RECEIVABLE— CONSUMERS,  LESS  RESERVE   6,926,621.89 

The  amount  due  the  operating  companies  for  gas,  electricity,  water  and  other  utility  services. 

NOTES  AND  ACCOUNTS  RECEIVABLE— MISCELLANEOUS,  LESS  RESERVE   6,495,609.61 

The  amount  due  from  purchasers  of  gas  and  electric  appliances,  and  from  other  miscella- 
neous sources. 

MATERIALS  AND  SUPPLIES   5,586,033.28 

The  cost  of  all  supplies  carried  in  stock  necessary  for  efficient  and  prompt  service.  This  includes 
coal,  oil,  cable,  wire,  gas  pipe,  poles,  repair  parts,  etc. 

SINKING  FUNDS  IN  HANDS  OF  TRUSTEES,  ETC   574,966.26 

Cash  deposits  with  trustees  in  accordance  with  indenture  requirements. 

PREPAID  EXPENSES   482,867.68 

The  amount  of  insurance  premiums,  taxes,  etc.  paid  in  advance  and  not  as  yet  chargeable  to 
expenses. 

MISCELLANEOUS  ITEMS  IN  SUSPENSE   903,008.14 

Miscellaneous  expenditures,  the  final  disposition  of  which  has  not  been  determined  and  items 
being  written  off  over  a  period  of  years. 

TOTAL  ASSETS  SIDE   $941,238,518.32 


*No  maturities  prior  to  March  1,  1948. 

fFor  statement  of  progress  in  provision  for  current  maturities  see  page  16. 

^Principally   securities  of  General  Gas  &  Electric  Corporation  and  Eastern   Utilities  Investing  Corporation. 
In  the  above  statement  unamortized  debt  discount  and  expense  has  been  charged  to  capital  surplus. 
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Associated  Gas  and  Electric  Company 

CONDENSED  CONSOLIDATED  BALANCE  SHEET 

December  31,  1951 

LIABILITIES  SIDE  AND  CAPITAL 

CAPITAL  STOCK  AND  SURPLUS:  (See  Page  34) 
Associated  Gas  and  Electric  Company: 

Preferred  and  Preference  Stocks,  Class  A  (4,681,357  shares)  and  B  (614,366 
shares)  Stocks  and  Common  Stock  (1,472,161  shares) — Capital,  and  Earned 

and  Capital  Surplus    $168,859,071.47 

Stocks,  and  applicable  surplus,  the  majority  of  which  are  of  same  rank  with 

Preferred  and  Preference  Stocks  of  Associated  Gas  and  Electric  Company   62,251,583.331 

Subsidiary  Companies: 

Preferred  Stocks— Slated  at  Liquidation  Values   $  40,985,010.00 

Common  Stocks  and  Surplus  Applicable  Thereto                                                      2,087,764.84  43,072,774.84 

Total  Capital  Stock  and  Surplus   $274,183,429.64 

OBLIGATIONS  CONVERTIBLE  INTO  STOCK  AT  COMPANY'S  OPTION  AND  OBLIGA- 
TIONS OF  EQUIVALENT  RANK:  (See  Page  35) 

Associated  Gas  and  Electric  Company  (Being  conv  ertedinI932)   $  50,448,121.49 

Other  Companies  ($2,382,000  matures  in  1932)   24,790,000. 00t 

Total   75,238,121.49 

FUNDED  DEBT:  (See  Page  35) 

Associated  Gas  and  Electric  Company   $244,106,769.70* 

Subsidiary  Companies'  Bonds  Held  by  Public: 

Group  Companies,  etc.  ($1,000  Matures  in  1932)  $  56,847,000.00 

Operating  Companies  ($26,987,500  Matures  in  1932t)  181,941,500.00  238,788,500.00 

Total  Funded  Debt   482,895,269.70 

PURCHASE  MONEY  OBLIGATIONS  PAYABLE  IN  1932    3,190,153.00t 

Unpaid  installments  for  purchase  of  securities  and  property. 

MATURED  BOND  INTEREST  AND  BONDS  CALLED  FOR  REDEMPTION  (See  contra)  1.252,540.24 
Coupons  which  have  matured  and  bonds  called  for  redemption,  but  not  yet  presented  for 
payment. 

NOTES  PAYABLE   9,343,927.75f 

Loans  incurred  to  meet  current  construction  expenditures,  etc. 

ACCOUNTS  PAYABLE   2,594,225.78 

Bills  for  materials,  services  and  other  items  approved  for  payment. 

ACCRUED  INTEREST,  DIVIDENDS  AND  MISCELLANEOUS   10,579,384.75 

The  amount  of  interest,  dividends,  etc.  applicable  to  1931  but  not  yet  due  for  payment. 

ACCRUED  TAXES   2,440,988.17 

Taxes  which  are  accrued  but  not  yet  due. 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS   4,084,632.05 

The  amount  deposited  by  gas,  electric,  water  and  other  consumers  as  security  for  payment  of 

their  bills  and  refundable  advances  for  line  extensions. 

RESERVE  FOR  CONTINGENCIES   20,000,000.00 

Reserve  created  out  of  Capita!  Surplus  for  shrinkage  in  value  of  investments,  etc. 

RETIREMENT  (DEPRECIATION)  RESERVE  APPROPRIATIONS   46,459,974.94 

Provision  for  replacing  or  retiring  property  as  it  wears  out,  becomes  obsolete  or  inadequate. 

RESERVE  FOR  FEDERAL  INCOME  TAXES   3,155,711.59 

Provision  for  1931  taxes  and  for  such  additional  taxes  for  prior  years  as  may  be  asserted. 

OTHER  RESERVES   5,820,159.22 

Miscellaneous  reserves  to  cover  various  contingencies. 

TOTAL  LIABILITIES  SIDE  AND  CAPITAL   $941,238,518.32 

(See  Footnotes  on  Page  24) 
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Associated  Gas  and  Electric  Company 

CONDENSED  COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1927 to  1931  Inclusive 


ASSETS  SIDE 


193  It 

1930 

1929 

1928 

1927 

Capital  Assets: 

$832,280,912.38 

$753,895,078.51* 

$634,940,391.96" 

$242,091,175.42* 

$236,312,524.24* 

Investments  (Including  In- 

vestments in  and  net  Ad- 

vances to  subsidiary  and 

affiliated  companies  not 

included  in  the  consolida- 

78,269,460.91 

123,567,554.26 

228,386,863.82 

51,417,044.31 

58,957,542.09 

Total  Capital  Assets 

$910,550,573.29 

$877,462,632.77 

$863,327,255.78 

$293,508,219.73 

$295,270,066.33 

special  Deposits  (Contra)., 

J 

1 
/ 
/ 

1,  J.)..,a4U..-4 

/ 
/ 
/ 
/ 
/ 

Current  Assets: 

8,466,497.93 

12,969,194.06 

11,698,402.69 

7,013,643.71 

5,717,510.94 

Accounts  Receivable,  Con- 

sumers, less  reserve  

6,926,621.89 

7,444,851.15 

6,656,394.45 

2,599,244.54 

2,853,844.96 

Notes  and  Accounts  Receiv- 

6,495,609.61 

6,697,496.27 

4,342,093.11 

4,007,344.14 

4,371,311.16 

Materials  and  Supplies 

5,586,033.28 

5,830,377.87 

6,600,466.82 

2,555,911.57 

2,926,419.38 

Total  Current  Assets 

$  27,474,762.71 

$  32,941,919.35 

$  29,277,357.07 

$  16,176,143.96 

$  15,869,086.44 

Sinking  Funds  for  Retirement 

of  Bonds  

574,966.26 

166,462.65 

106,706.45 

39,638.30 

81,356.48 

Deferred  Charges: 

482,867.68 

625,389.20 

644,039.68 

434,436.44 

457,283.20 

Miscellaneous  Items  in  Sus- 

pense  

903,008.14 

3,418,221.48 

4,631,684.21 

1,059,775.84 

1,023,889.72 

Unamortized  Debt  Discount 

and  Expense  

7,395,168.10 

2,504,499.71 

7,296,279.99 

Total  Deferred  Charges 

$  1,385,875.82 

$  11,438,778.78 

$  7,780,223.60 

$  8,790,492.27 

$  1,481,172.92 

Total  Assets  Side 

$941,238,518.32 

$922,008,793.65 

$900,491,542.90 

$318,514,494.26 

$312,701,682.17 

'Includes  Cost  of  Acquiring  Capital. 

{Balance  sheet  December  31,  1931  includes  General  Gas  &  Electric  Corporation  and  Eastern  Utilities  Investing 

Corporation  on  consolidated  basis. 
In  the  above  statement  unamortized  debt  discount  and  expense  at  December  31, 1951  is  charged  to  capital  surplus. 
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Associated  Gas  and  Electric  Company 

CONDENSED  COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  SI,  1927  to  19>l  inclusive 


LIABILITIES  SIDE  AND  CAPITAL 


1931} 

1930 

1929 

1928 

1927 

Capital  Stock  and  Surplus: 
Associated  Gas  and  Electric 

Stocks,  the   majority  of 
which  are  of  same  rank 
with  stocks  of  Company. 

Subsidiary  Companies: 
Preferred  Stocks 
Common  Stocks  and  Sur- 
plus Applicable  Thereto. 

$168,859,071.47 

62,251,583.33 
40,985  010.00 
2,087,764.84 

$317,475,178.25 

48,893  130.00 
2.721,468.21 

$286,044,320.67 

52  151  139.00 
3,884,091.31 

$100,206,602.90 

145  015.00 
3.400.00 

$  99,964,991.41 

4  504  970.00 
42.423.75 

Total   Capital  Stock 

$274,183,429.64 

$369,089,776.46 

$342,079,550.98 

$100,355,017.90 

$104,512,385.16 

Obligations  Convertible  into 
Stock  at  Company's  Option 
and  Obligations  of  Equiv- 

75,238,121.49 

76,003,224.00 

89,392,119.03 

16,332,548.43 

13,459,350.00 

Funded  Debt: 

Associated  Gas  and  Electric 

Operating  Companies  

244,106,769.70 
56,847,000.00 
lS1.94I,500.00t 

194,152,255.00 
67,424,000.00 
126,82S,025.00 

160,334,706.00 
43  445,500.00 
11S,943,488.54 

106,869,541.00 
17  955  000.00 
26,680,050.00 

47,873,317.50 
61  230  000.00 
38,622,500.00 

Total  Funded  Debt.... 

$482,895,269.70 

$388,404,280.00 

$322,723,693.54 

$151,504,591.00 

$147,725,817.50 

Purchase  Money  Obligations 

3.190,153.00t 

8,831,793.39 

57,499,956.75 

1,9S6,483.S1 

2,393,724.00 

Matured  Bonds  and  Bond 
Interest  (See  contra)  

1.252,540.24 

Current  Liabilities: 

Notes  Payable  

Accrued  Interest,  Dividends 
and    Miscellaneous  Ac- 

9,343.927.75t 
2,594,225.78 

10,579,384.75 
2,440.988.17 

15,005.084.00 
3.060,540.97 

10,227,875.98 
2,523,661.19 

32,428,058.04 
6,862,508.33 

10,469,741.14 
3,984.398.95 

21,893,837.93 
3,388,732.26 

3,521,729.62 
1,610,466.41 

20,717,066.55 
1,400,721.82 

3,469,747.48 
1,461.324.66 

Total  Current  Liabilities 

$  24,958,526.45 

$  30,817,162.14 

$  53,744,706.46 

$  30,414,766.22 

$  27,048,860  51 

Consumers'  Deposits  

4,084,632.05 

3,716,830.82 

4.813.95S.94 

1,950,523.59 

1,861,375.82 

Reserves: 

Retirement  (Depreciation) 
Reserve  Appropriations. 

20,000,000.00 

46,459,974.94 
8,975,870.81 

40,159,863.43 
4.985,863.31 

28,200,377.38 
2,057,179.82 

14,439,574.63 
1,530,988.68 

12,702,032.63 
2,998,138.55 

$  75,435,845.75 

$  45,145,726.74 

$  30,237,557.20 

$  15,970,563.31 

$  15,700,171.18 

Total  Liabilities  Side 
and  Capital  

$941,238,518.32 

$922,003,793.55 

$900,491,542.90 

$318,514,494.26 

$312,701,682.17 

JBalauce  sheet  December  51,  1931  includes  General  Gas  &  Electric  Corporation  and  Eastern   Utilities  Investing 

Corporation  on  consolidated  basis- 
fFor  statement  of  progress  in  provision  for  current  maturities  see  page  16. 
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Associated  Gas  and  Electric  Company 

CONDENSED  CONSOLIDATED  STATEMENT  OF  CAPITAL  RECEIPTS  AND  CAPITAL  DISBURSEMENTS 

December  31,  1930  to  December  31,  1931 
CAPITAL  RECEIPTS 

Cash  Balance  at  December  31,  1930  per  Annual  Report   $  12,969,194.06 

Adjustments  at  December  31,  1930  to  Include  General  Gas  &  Electric  Corporation,  Eastern 
Utilities  Investing  Corporation  and  Other  Companies  on  Consolidated  Basis: 
Add:  Increases  in  Liabilities  and  Capital 

Preferred,  Preference,  Class  A  and  B  Common  Stocks  and 
Applicable  Surplus  of  General  Gas  &  Electric  Corporation 

and  Eastern  Utilities  Investing  Corporation   $  87,692,007,24 

Preferred  Stocks  of  Subsidiaries   2,359,100.00 

Common  Stocks  of  Subsidiaries   689,920.25 

Obligations  of  Equivalent  Rank  with  Obligations  Convertible 

into  Stock  at  Company's  Option   59,723.000.00 

Funded  Debt  of  Operating  Companies   30,267.400.00 

Notes  Payable   1,560,000.00 

Optionaland  Otber  Reserves   6,558,830.28  $188,850,257.77 

Deduct:  Increases  in  Assets  and  Decreases  in  Liabilities 
and  Capital 

Capital  Assets   $  86,970,503.55 

Excess  of  Current  Assets  over  Current  Liabilities   1,370,236.59 

Deferred  Charges   168,688.78 

Capital  Stock  and  Surplus  of  Company   57,042,181  21 

Obligations  Convertible  into  Stock  at  Company's  Option.  34,014,400.00 
Funded  Debt  of  Company   5,782.500.00 

Funded  Debt  of  Group  Companies   2,112,000.00      187,460,510.13  1,389,747.64 

Cash  Balance,  at  December  31,  1930  as  Adjusted   $  14,358,941.70 

Receipts  for  the  Year  Ended  December  31,  1931: 

Balance  of  Undistributed  Earnings — Transferred  to  Surplus   12,093,040.21 

Decreasein  Undistributed  Debit  Items   10,221,591.74 

Decrease  in  Excess  of  Current  Assets  over  Current  Liabilities   2,095,515.28 

Decrease  in  Capital  Assets  •   53,882,763.03 

Increase  in  Optional  and  Other  Reserves  (Including  Reserve  for  Contingencies,  $20,000,000)   23,731,288.73 

Capital  Issues,  Including  Conversions  and  Exchanges  (Details  on  Page  29): 

Stocks  of  Company   $  16,381,409.48 

Stocks,  the  Majority  of  which  arc  of  Same  Rank  with  Preferred  and  Pre- 
ference Stocks  of  Company   2,052,119.20 

Obligations  Convertible  into  Stock  at  Company's  Option   14,006,487.23 

Funded  Debt  of  Company   58.502,739.70 

Funded  Debt  of  Group  Companies   7,970,500.00 

Funded  Debt  of  Operating  Companies                                                                  53,906,600.00  152,819,855.61 

Total  Capital  Receipts   $269,202,996.30 


CAPITAL  DISBURSEMENTS 

Decrease  in  Purchase  Money  Obligations   $  5,641,640.39 

Decrease  in  Notes  Payable   7,221,156.25 

Capital  Securities  Retired  through  Redemption,  Conversion,  Purchase  or  Ex- 
change (Details  on  Page  30) : 

Stocks  of  Company   $  5,087,400.00 

Stocks,  the  Majority  of  which  are  of  Same  Rank  with  Preferred  and  Pre- 
ference Stocks  of  Company   27,492,543.1 1 

Obligations  Convertible  into  Stock  at  Company's  Option   5,547,189.74 

Obligations  of  Equivalent  Rank  with  Obligations  Convertible  into  Stock  at 

Company's  Option   34,933,000.00 

Funded  Debt  of  Company   2,765,725.00 

Funded  Debt  of  Group  Companies   16,435,500.00 

Funded  Debt  of  Operating  Companies   29,060,525.00 

Capital  Stocks  of  Subsidiaries                                                                            11,590,843.62  132,912,726.47 

Dividends  and  Other  Items  Charged  Against  Earned  Surplus  (Net).  See  Analysis  on  Page  23    13,925,638.18 

Miscellaneous  Items  Charged  Against  Capital  Surplus  (Net).  See  Analysis  on  Page  23   101,055,557.08 

Total  Capital  Disbursements   $260,736,498.37 

Cash  Balance  at  December  31, 1931   8,466,497.93 

Total   $269,202,996.50 
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Associated  Gas  and  Electric  Company 


DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES,  INCLUDING  CONVERSIONS  AND  EXCHANGES 

December  31,  1930  to  December  31,  1931 

Stocks  of  Company: 
Preferred  Stock  (Liquidation  Value): 
$6.00  Dividend  Series   47,729  Shares      $  4,772,900.00 

Preference  Stock: 

$6.50  Cumulative                                                                      43,637  Shares  4,363,700.00 

$6.00  Cumulative                                                                       1,458  Shares  145,800.00 

$5.50  Cumulative                                                               16,679  Shares  1,667,900.00 

Class  A  and  Common  Stock: 
Class  A  (Net  Increase)  504,965  Shares  1 

Common  (Net  Decrease)                                                          22,616  Shares  j  5,431,109.48      $  16,381,409.48 

Stocks,  the  Majority  of  which  are  of  Same  Rank  with  Preferred  and 
Preference  Stocks  of  Company: 

General  Gas  &  Electric  Corporation  Class  A  Common  Stock   $  1,899,734.90 

Eastern  Utilities  Investing  Corporation  Class  A  Common  Stock   152,384.30  2,052,119.20 

Obligations  Convertible  into  Stock  at  Company's  Option: 

6%  Convertible  Debenture  Certificates,  1931  Series   $  2,066,010.00 

7%  Convertible  Obligations   33,000.00 

6J^%  Convertible  Obligations   1,041,400.00 

6%  Convertible  Obligations   153,500.00 

5%  Convertible  Obligations   9,520,700.00 

Miscellaneous   1,191,877.23  14,006,487.23 

Funded  Debt  of  Company: 

Consolidated  Refunding  Gold  Debentures: 

*H%,  due  1958   $  5,831,400.00 

5%,  due  1968   19,987,550.00 

Convertible  Gold  Debentures: 

4J^%,due  1948   107,760.00 

4H%.  due  1949   16,388,000.00 

5%,  due  1950   13,267,300.00 

bW7r,  due  1977    1,007,000.00 

Convertible  Debenture  Bonds,  5%  due  1965    584,200.00 

Miscellaneous   1,329,529.70  58,502,739.70 

Funded  Debt  of  Group  Companies: 

Associated  Electric  Company  5%  Gold  Bonds,  due  1961   $  5,458,000.00 

The  Metropolitan  Edison  Corporation  6%  Secured  Consolidated  Refunding 

Gold  Bonds,  due  1961   2,493,200.00 

The  Mohawk  Valley  Company  6%  Gold  Debentures,  due  2031   19,300.00  7,970  500.00 

Funded  Debt  of  Operating  Companies: 

Broad  River  Power  Company,  5%  due  1954                                                       $  28,500.00 

Empire  Gas  and  Electric  Company,  6%  due  1952   34,000.00 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.,  Joint  5%  due  1941  ....  40,000.00 

Erie  Lighting  Company,  5%  due  1967    670,000^00 

Frankfort  Water  Company,  5%  due  1936   108,000.00 

Indiana  Gas  Utilities  Company,  5%  due  1946   36,000.00 

Metropolitan  Edison  Company,  4J^%  due  1968   l,149,50o!oO 

Metropolitan  Edison  Company,  4%  due  1971   4,770,000.00 

New  Jersey  Power  &  Light  Company,  4%%  due  1960   8,048,500.00 

New  York  State  Electric  &  Gas  Corporation,  4J^%  due  1980   6,985,100.00 

Pennsylvania  Electric  Company,  3J^%  due  1932   9,000,000.00 

Pennsylvania  Electric  Company,  4%  due  1971   5,442,000.00 

Rochester  Gas  and  Electric  Corporation,  3%  due  1932   10,000,000.00 

Staten  Island  Edison  Corporation,  3%  due  1932   7,500,000.00 

Miscellaneous   95,000.00  53,906,600.00 


Total  Consolidated  Capital  Issues,  Including  Conversions  and  Exchanges  . . .  $152,819,855.61 


Associated  Gas  and  Electric  Company 


DETAILS  OF  CONSOLIDATED  CAPITAL  SECURITIES  RETIRED  THROUGH  REDEMPTION, 
CONVERSION,  PURCHASE  OR  EXCHANGE 


December  31,  1930  to  December  31,  1931 

Stocks  of  Company: 
Preferred  Stock  (Liquidation  Value): 

Original  Series                                                                              1,806  Shares  $  90,300.00 

$7.00  Dividend  Series                                                                      890  Shares  89,000.00 

$6.50  Dividend  Series                                                                   9,097  Shares  909,700.00 

$5.00  Dividend  Series                                                           34,810  Shares  3,481,000.00 

Preference  Stock  (Liquidation  Value): 

$4.00  Cumulative  10,348  Shares  517,400.00     $  5,087,400.00 

Stocks,  the  Majority  of  which  are  of  Same  Rank  with  Preferred  and 
Preference  Stocks  of  Company: 

General  Gas  &  Electric  Corporation,  $6.00  Cumulative  Preferred,  Series  A  and  B  $  20,303,917.50 

General  Gas  8l  Electric  Corporation,  $7.00  and  $8.00  Cumulative  Preferred.  .  503,275.00 

Eastern  Utilities  Investing  Corporation,  Participating  Preference   5,706,700.00 

Miscellaneous   978,650.61  27,492,543.11 

Obligations  Convertible  into  Stock  at  Company's  Option: 

6^2%  Convertible  Debenture  Certificates,  Series  B  and  C   $  375,800.00 

6%  Convertible  Debenture  Certificates,  Series  A  of  1929   970,045.00 

6%  Convertible  Debenture  Certificates,  Series  B  of  1929   1,430,238.36 

Miscellaneous   2,771,106.38  5,547,189.74 

Obligations  of  Equivalent  Rank  with  Obligations  Convertible  into  Stock 
at  Company's  Option: 

General  Gas  &  Electric  Corporation  Serial  Gold  Notes   $  16,132,000.00 

Eastern  Utilities  Investing  Corporation  5%  Gold  Debentures,  due  1954   18,131,000.00 

Binghamton  Light,  Heat  &  Power  Co.,  Cumulative  Preferred  Stock   670,000.00  34,933,000.00 

Funded  Debt  of  Company: 

Gold  Debenture  Bonds,  due  2875   $  6,000.00 

6H%  Convertible  Investment  Certificates   907,045.00 

$1.60  Interest  Bearing  Allotment  Certificates   967,080.00 

$8.00  Interest  Bearing  Allotment  Certificates   885,600.00  2,765,725.00 

Funded  Debt  of  Group  Companies: 

American  Utilities  Company,  6%  due  1945  and  6K%  due  1941   $  821,500.00 

Associated  Electric  Company,  4H%  due  1953    2,387,000.00 

Rochester  Central  Power  Corporation,  5%due  1953   13,119,000.00 

Miscellaneous   108,000.00  16,435,500.00 

Funded  Debt  of  Operating  Companies: 

Florida  Public  Service  Company,  64%  due  1949, 6%  due  1955  and  7%  due  1934  $  4,046,900.00 

Lake  Ontario  Power  Corporation,            due  1957    449,000.00 

Metropolitan  Edison  Company,  5%  due  1953    250,500.00 

Municipal  Gas  64  Electric  Company  of  Rochester,  4H%  due  1942   1,385,000.00 

New  Jersey  Power  &  Light  Company,  5%  due  1956    5,919,400.00 

New  York  State  Electric  &  Gas  Corporation,  SH%  due  1931   6,700,000.00 

Penn  Public  Service  Corporation,  5%  due  1954  and  6%  due  1947    620,000.00 

Rochester  Gas  and  Electric  Corporation,  7%  due  1946    7,000,000.00 

Southern  Ice  &  Utilities  Company,  6%  due  1946  and  6)4%  due  1932   841,000.00 

Miscellaneous   1,848,725.00  29,060,525.00 

Capital  Stocks  of  Subsidiaries: 

Common  Stocks   $  1,323,623.62 

Preferred  Stocks: 

Metropolitan  Edison  Company,  $6.00  Cumulative   803,700.00 

New  Jersey  Power  &  Light  Company,  $6.00  Cumulative   344,400.00 

Rochester  Gas  and  Electric  Corporation,  6%  Cumulative,  Series  D   1,300,500.00 

Rochester  Central  Power  Corporation,  6%  Cumulative   6,352,400.00 

Miscellaneous   1,466,220.00  11,590,845.62 

Total  Consolidated  Capital  Securities  Retired  Through 

Redemption,  Conversion,  Purchase  or  Exchange   $152,912,726.47 
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Associated  Gas  and  Electric  Company 


CONDENSED  COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 
(  Excludes  income  of  subsidiary  companies  prior  to  dates  of  acquisition) 


For  years  ended  December  31st 


1931{ 

1930 

1929 

1928 

1927 

Operating  Revenues: 

Gas  

Water,  Transportation,  Heat  and 

Total  

Operating  Expenses,  Maintenance 

Provision  for  Retirement  (Re- 
newals, Replacements)  of  Fixed 
Capital — Depreciation,  etc  

Total  

Other  Income  

Less  Fixed  Charges  and  Other  De- 
ductions: 

Total  

Fixed  Interest  Requirements  of 
Associated  Gas  and  Electric  Co. : 

Interest  on  Funded  Debt  

Interest  on  Unfunded  Debt .... 

Total  

Times  Earned  "Over-all": 

Balance  

$69,379,210.81 
12,423,570.49 

8,772,447.02 

$63,921,577.29 
12,061,832.39 

8,235,883.06 

$54,878,680.51 
9,636,030.66 

4,388,542.46 

$24,531,431.00 
4,490,146.54 

3,335,535.77 

$23,302,139.58 
4,147,801.08 

3,873,346.21 

$90,575,228.32 
48,806,976.20 
8,310,493.53 

$84,219,292.74 
45,324,138.80 
4,849,192.79 

$68,903,253.63 
36,299,957.85 

3,371,076.72 

$32,367,113.31 
18,290,276.40 

1,830,454.52 

$31,323,286.87 
18,264,654.74 

1,698,731.00 

$57,117,469.73 

$50,173,331.59 

$39,671,034.57 

$20,120,730.92 

$19,963,385.74 

$33,457,758.59 
6,284,895.36« 

$34,045,961.15 
9,403,759.56 

$29,232,219.06 
10,637,660.27 

$12,236,382.39 
3,934,765.50 

$11,359,901.13 
3,973,454.32 

$39,742,653.95 

10,427,749.11 
5,559,953.15+ 

$43,449,720.71 

7,782,611.86 
2,594,977.65 

$39,869,879.33 

7,676,841.19 
2,530,476.18 

$16,171,137.89 

605,427.90 
2,784,382.20 

$15,333,355.45 

1,934,801.58 
3,715,811.90 

$15,987,702.26 

$10,377,589.51 

$10,207,317.37 

$  3,389,810.10 

$  5,650,613.48 

$23,754,951.69 

11,156,651.45 
505,360.03 

$33,072,131.20 

11,250,372.31 
872,814.90 

$29,662,561.96 

7,763,685.06 
3,154,993.26 

$12,781,327.79 

4,072,947.72 
1,031,175.18 

$  9,682,741.97 

2,359,339.64 
530,662.93 

$11,661,911.48 

$12,123,187.21 

$10,918,678.32 

$  5,104,122.90 

$  2,890,002.57 

1.74 
1.44 

$12,093,040.21 

2.15 
1.93 

Ratio  showing 

$20,948,943.99 

2.05 
1.89 

number  0/  limes 
$18,743,883.64 

2.12 
1.90 

interest  is  earned. 

$  7,677,204.89 

1.99 
1.79 

$  6,792,739.40 

*For  detail  see  page  22.    fExclusive  of  that  portion  of  charges  ranking  after  Fixed  Interest  Requirements  of  Associated 
Gas  and  Electric  Company.  J  Consolidates  the  full  year's  operations  of  General  Gas  &  Electric  Corporation 

and  Eastern  Utilities  Investing  Corporation. 
Unamortized  debt  discount  and  expense  has  been  charged  to  capital  surplus,  except  that  in  the  case  of  certain 
subsidiary  companies  a  portion  thereof  was  charged  to  corporate  surplus. 
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Associated  Gas  and  Electric  Company 

(  Parent  Company  Only  ) 
CONDENSED  COMPARATIVE  BALANCE  SHEET 

December  51,  1927  to  1951  inclusive 


ASSETS  SIDE 


1929 

1928 

Investments  in  Subsidiaries.. . 

$673,409,425.95 

$537,962,963.69 

$583,281,703.92 

$221,493,329.68 

$  54,370,691.67 

Investments  in  Subsidiaries, 

Pledged  

3,064,575.09* 

15,346,655.05t 

16,799,2I6.I8t 

Cash  

4,781,665.03 

8,148,653.72 

9,696,800.42 

5,805,085.18 

4,471,411.68 

Accounts  Receivable  from 

6,465,162.26 

18,056,422.83 

20,451,425.33 

5,798,456.42 

104,346,947.93 

Interest  and  Dividends  Re- 

195,652.08 

6,047,804.19 

1,144.28 

2,923,586.00 

3,077,525.00 

Prepayments  and  Suspense. . . 

223,479.88 

379,930.41 

305,211.01 

342,451.99 

565,600.30 

2,661,000.001 

Unamortized  Debt  Discount 

7,453,845.60 

5,347,589.63 

Endorsement    of  Subsidiary 

315,000.00 

Total  Assets  Side.  . . 

$691,115,960.29* 

$593,396,275.49* 

$630,535,501.14* 

$241,710,498.90* 

$166,832,176.68* 

*Excludes   cost  of  acquiring 

capital  (written  off  in  1931) 

$22,112,033.24 

$21,376,726.85 

$11,326,280.24 

$18,970,023.40 

$20,258,325.85 

fPledged  together  with  certain  stock  of  an  underlying  subsidiary  as  security  for  Purchase  Money  Obligations. 
JJoint  Guaranty  of  Subsidiary  Company's  Mortgage  Bonds  due  1941  (Included  in  Funded  Debt  below). 

Unamortized  debt  discount  and  expense  had  been  charged  to  capital  surplus  at  December  31,  1931. 


LIABILITIES  SIDE  AND  CAPITAL 


1931 

1930 

1929 

1928 

1927 

Capital  and  Surplus  

$284,798,702.75 

$289,114,361.15 

$277,501,626.97 

$  89,116,364.00 

$  80,126,612.38 

Obligations  Convertible  into 

Stocks  at  Company's  Option 

82,014,021.49 

76,003,224.00 

97,116,094.74 

16,332,548.43 

13,467,266.66 

Funded  Debt  

253,040,269.70 

195,326,875.00 

161,023,625.00 

109,369,541.00 

47,873,907.50 

Purchase  Money  Obligations. 

2,990,153.00* 

8,831,793.39 

57,981,242.04 

1,463,247.03 

1,749,275.00 

Notes  Payable  (unsecured). . . 

7,450,000.00* 

15,000,000.00 

26,970,000.00 

21,504,400.00 

20,535,000.00 

Accounts  Payable  and  Accrued 

Taxes  

175,502.61 

130,534.56 

73,500.65 

343,428.07 

256,951 .88 

6,074,878.15 

4,164,032.80 

3,259,411.85 

1,802,182.20 

1,305,095.93 

Dividends  Declared,  Payable 

1,413,885.09 

2,490,874.79 

4,633,899.53 

726,608.20 

391,666.68 

Dividends  Declared,  Payable 

390,113.08 

3,453,434.42 

2,334,579.80 

1,976,100.36 

1,052,179.97 

1,126,400.55 

Reserve  for  Contingencies .... 

50,000,000.00 

Subsidiary    Notes  Endorsed 

315,000.00 

Total  Liabilities 

Side  and  Capital.  . 

$691,115,960.29 

$593,396,275.49 

$630,535,501.14 

$241,710,498.90 

$166,832,176.58 

*The  purchase  money  obligations  and  the  notes  payable  had  all  been  paid  by  May  20,  1952. 
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Associated  Gas  and  Electric  Company 

(  Parent  Company  Only  ) 
COMPARATIVE  CONDENSED  INCOME  ACCOUNT 


For  years  ended  December  51st 


1931 

1930 

1929 

1928 

1927 

Gross  Income  (Excluding  non- 

recurring income  items) .... 

$27,611,932.34 

$33,873,687.08 

$26,413,104.75 

$12,676,316.99 

$  8,876,400.64 

Fixed  Charges: 

Interest  on  Funded  Debt .  .  . 

11,517,155.22 

11,296,962.77 

7,968,117.67 

4,176,072.72 

2,359,339.64 

Interest  on  Unfunded  Debt . 

644,570.30 

1,194,736.46 

3,154,993.26 

1,032,132.28 

541,822.68 

Total  

$12,161,725.52 

$12,491,699.23 

$11,123,110.93 

$  5,208.205.00 

$  2,901,162.32 

$15,450,206.82 

$21,381,987.85 

$15,289,993.82 

$  7,468,111.99 

$  6,975,238.32 

Interest  on  Obligations  Con- 

vcrtibleintoStockatCom- 

4,599,122.65 

5,140,143.00 

2,641,990.20 

991,773.04 

534,086.90 

BalANCE  Transferred  to 

$10,851,084.17 

$16,241,844.85 

$12,648,003.62 

$  6,476,338.95 

$  5,441,161.42 

Above  statements  do  not  include  amortization  of  debt  discount  and  expense,  all  of  which  has  been  charged  to 
capital  surplus. 


Associated  Gas  and  Electric  Company 

(Parent  Company  Only) 


STATEMENT  OF  SURPLUS 

For  the  year  ended  December  31,  1931 


Earned 

Capital 

Total 

Balance,  January  1,  1931  

$  1,014,199.14 

$  23,416,054.26 

$  24,450,253.40 

Additions: 

111,060,834.60 

111,060,834.60 

Balance  of  Income,  Year  Ended  December  31,  1931  

10,851,084.17 

10,851,084.17 

23,497.07 

1,600,000.00 

1,623,497.07 

Total  

$  11,888,780.38 

$136,076,888.86 

$147,965,669.24 

Deductions: 

$  — 

$  50,000,000.00 

$  50,000,000.00 

Cost  of  Acquiring  Capital  at  December  31,  1931  Charged  Off 

22,112,033.24 

22,112,033.24 

Unamortized  Debt  Discount  and  Expense  Charged  Off  

13,454,436.75 

13,454,436.75 

2,431,067.71 

2,431,067.71 

Dividends  on  Preference  Stock  

5,316,984.22 

5,316,984.22 

3,628,767.64 

3,628,767.64 

Priority  Dividends  on  Class  B  Stock  

299,869.13 

299,869.13 

1,250,000.00 

1,250,000.00 

Miscellaneous  Deductions  (Net)  

385,917.28 

385,917.28 

Total  Deductions  

$  11,676,688.70 

$  87,202,387.27 

$  98,879,075.97 

Balance,  December  31,  1931  

$  212,091.68 

$  48,874,501.59 

$  49,086,593.27 
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Associated  Gas  and  Electric  Company 

CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Capital  Stock  of  Associated  Gas  and  Electric  Company 

Shares 
neia  ny  fuDiic 

Dates 

Transfer              „    .  . 
Agenta        |  Registrars 

(see  reference  page  38) 

Preferred : 

40,480 

A&O-l 

24 

4 

96,192 

A&O-l 

24 

5 

70,558 

J&D-l 

24 

44 

92,460 

J&D-l 

24 

1 

15,298 

J&D-15 

24 

3 

Preference : 

43,637 

A&O-l 

24 

22 

1,458 

A&O-l 

24 

25 

$5.50  Series— Cumulative  

16,679 

J&D-15 

24 

45 

46,535 

M&N-I 

24 

5 

Class  A  

4,681,357 

M&N-l 

13-16-19-24-47 

3-15-17-18-22 

614,366 

24 

1,472,161 

13-24-47 

14-15-22 

1,199,647' 

24 

44 

"Number  of  shares  of  Class  A  Stock  issuable  upon  exercise  of  all  outstanding  warrants. 


Stocks,  the  majority  of  which  are  of  the  same  rank  with  Preferred 
and  Preference  Stocks  of  Associated  Gas  and  Electric  Company 

Rate 

Shares 
Held  by 
Public 

Dividend 
Dates 

Transfer  1  n  . 
A  (tenia    |  Registrars 

(see  reference  page  38) 

Eastern  Utilities  Investing  Corporation: 

5 

1,261 

JAJO-1 

24 

30 

6 

1,463 

MJSD-1 

24 

4 

7 

6,610 

MJSD-1 

24 

3 

7-8 

2,899 

FMAN-1 

24 

46 

193,581 

13-24 

15-44 

General  Gas  &  Electric  Corporation: 

6 

288,205 

MJSD-15 

24 

23 

7 

19,532 

JAJO-1 

24 

1 

8 

14,636 

JAJO-I 

24 

1 

2,097,131 

24-47 

1-22 

12,542 

24 

I 

Preferred  Stocks  of  Subsidiary  Companies 


American  Utilities  Company — Cumulative  '. 

Broad  River  Power  Company — Cumulative  

The  Clarion  River  Power  Company— Participating  _  

Empire  Gas  and  Electric  Company — Series  A — Cumulative.  .  . 
Empire  Gas  and  Electric  Company — Series  D — Cumulative. . .  . 
Empire  Gas  and  Electric  Company — Series  C — Cumulative.  .  .  . 

Florida  Public  Service  Company — -Cumulative  

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

New  Jersey  Power  &  Light  Company — Cumulative  

New  Jersey  Power  fif  Light  Company — Cumulative  

New  York  Central  Electric  Corporation— Cumulative  

Rochester  Central  Power  Corporation — Cumulative  

Rochester  Gas  and  Electric  Corporation — Cumulative  Series  B. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  C. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  D. 

Southern  Ice  and  Utilities  Company— Cumulative  

Southern  Ice  and  Utilities  Company — Participating  Cumulative. 


rut. 

Shares 
Held  by  Public 

7 

639 

7 

19,248 

9,332.1 

6 

1,529 

6 

2,622 

7 

7,498 

7 

1,284 

S 

387 

6 

113,367 

7 

7,098 

5 

18 

6 

12,384 

7 

31,224 

6 

19,516 

7 

33,462 

6 

18,501 

6 

131,306 

7 

391 

7 

44 

MJSD-1 
MJSD-1 
MJSD-1 

JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAjO-1 
MJSD-1 
MJSD-1 
MJSD-1 


(see  reference  page  38) 


24 
24 
2-1 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
24 
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Associated  Gas  and  Electric  Company 

CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Common  Stocks  of  Subsidiary  Companies 


American  Utilities  Company  

The  Associated  Utilities  Investing  Corporation — Class  A 

Brockport  Gas  Light  Company  

Cold  Spring  Light,  Heat  and  Power  Company  

Metropolitan  Ldison  Company  

Rochester  Central  Power  Corporation  

Southern  Ice  and  Utilities  Company — Class  A  

Southern  Ice  and  Utilities  Company — Class  B  

Tennessee-Missouri  Power  Company  

West  Virginia  Light,  Heat  and  Power  Company  


(see  reference  page  3 


332 
663 
26 
15 

17,226 
7,242 
1,301 
4,402 
171 
345 


24 
24 
24 
24 
24 
24 
24 
2i 
24 
24 


44 
44 


44 
44 
44 
44 
44 


(see  refereuco  page  38) 


Convertible  Debenture  Certificates,  Series  B  and  C  

Convertible  Debenture  Certificates,  Series  A  of  1929*. . . 
Convertible  Debenture  Certificates,  Series  B  of  1929 
Convertible  Debenture  Certificates,  Series  C,  D,  E,  and  F 
Convertible  Debenture  Certificates,  Series  of  1931../  .  .  . 

Convertible  Obligations  

Convertible  Obligations  

Convertible  Obligations  

Convertible  Obligations  

Miscellaneous  

Total  

t  Registered  F-M-A-N-15    t  Registered  T-A-I-O-l    f  Registered  M-I-S-D-l 


6 
6 
6 

6 
7 

6K 

6 

5 


$  991,300.00 
16,877,320.00 
12,343,180.00 
5,207,700.00 
2,066,010.00 
33,000.00 
1,041,400.00 
153,500.00 
9,520,700.00 
2,214,011.49 


>-l# 
&D-W 
■  &  S-If 
I  &  D-l# 
F8l  A-15: 
F8r  A-15: 
F  &  A-15 
FSrA-15: 


24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 


24 
24-47 
24 
24 
24 
24 
24 
24 
24 


$50,448,121.49 


Obligations  of  Equivalent  Rank  with  Obligations  of  Associated  Gas 
and  Electric  Company  Convertible  into  Stock  at  Company's  Option 


BlNGHAMTON  LlGHT,  HEAT  &  POWER  Co. ! 

Cumulative  Preferred  (121  shares)  

Cumulative  Preferred  (6,149  shares)  

Eastern  Utilities  Investing  Corporation: 

Gold  Debentures,  due  1954  

General  Gas  &  Electric  Corporation: 

Gold  Notes,  due  serially  to  1935   

Total  


Amount 
Held  by 
Public 


12,100' 
614,900' 


16,462,000 
7,701,000 


$24,790,000 


JAJO-1 
JAJO-1 


M&S-15 
F&A-15 


e  reference  page  38) 


24 
24 


24 
24 


44 
44 


*Liquidation  value. 


Funded  Dent  of  Associated  Gas  and  Electric  Company 


Convertible  Gold  Debentures,  due  1977  

Gold  Debenture  Bonds,  Consolidated  Refunding: 

Series,  due  1968  

Series,  due  1958  

Convertible  Gold  Debentures,  due  1950  

Convertible  Gold  Debentures,  due  1949  

Convertible  Gold  Debentures,  due  1948  

Convertible  Investment  Certificates  .   

Convertible  Debenture  Bonds,  due  1965  

Gold  Debenture  Bonds,  due  2875  

•Interest  Bearing  Allotment  Certificates  (117,987  Ctf.). 
•Interest  Bearing  Allotment  Certificates  (106,791  Ctf.). 

Miscellaneous  

Total  


5 

4^ 
5 

4H 
5H 
5 

5 

$1.60 
38.00 


$  7,000,000.00 


69,401. 

6,892 
50,406 
68,128, 

3,979, 
20,975 
608. 
31. 

3,539, 
12,814, 

1,329, 


030.00 
000.00 
300.00 
700.00 
800.00 
780.00 
,100.00 

I  .(Ill 

610.00 
920.00 
529.70 


$244,106,769.70 


F&  A-I 

A  &  0-1 
MSiN-1 
F&A-l 
I  61  J-15 
M  &  S-l 
M&N-15J 
M  &  N-15 
J&  1-1 


(see  reference  page  381 


24 

24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 

47 

47 


3 

1 
25 

1 

2 
24f 

4 

I 

24t 
24t 


*Being  converted  in  1932 
tTransfer  Agent  
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Associated  Gas  and  Electric  Company 

CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Interest 

Amount 

Interest 

Interest 

Trustee 

Funded  Debt  of  Group  Companies,  etc. 

Rate 

Held  by 

Dates 

Payable  at 

% 

Public 

(see  reference  paire  38) 

American  Utilities  Company: 

g 

J  &  D-l 

1 

1 

Gold  Debentures]  due  1941. 

6}>i 

190,500 

M  &  N-l 

1-8 

1 

6 

15,000 

F  &  A-l 

12 

Associated  Electric  Company: 

Gold  Bonds,  due  1953  

*H 

14,399,000 

J&J-l 

24-47 

3 

Gold  Bonds,  due  1961  

5 

31,806,000 

j&  J-i 

24-47 

3 

W.  S.  Barstow  &  Company: 

6 

1,789,500 

A&O-l 

1-48 

1 

The  Metropolitan  Edison  Corporation: 

6 

2,493,200 

M  &  S-l 

24-47 

1 

The  Mohawk  Valley  Company: 

Gold  Debentures,  due  2031  

6 

19,300 

A  &  0-1 

24-47 

25  • 

Rochester  Central  Power  Corporation: 

Gold  Debentures,  Series  A,  due  1953  

5 

5,372,500 

M  &  S-l 

24-47 

7 

Total  

$56,847,000 

•Authenticating  Agent. 

Funded  Debt  of  Operating  Companies 

Interest 
Rale 

Amount 
Held  by 

Interest 
.  Dates 

Interest 
Payable  at 

% 

Public 

(sec  referenco  page  38) 

_ 

BlNGHAMTON  LlGHT,  HEAT  &  POWER  CO-: 

5 

$  6,991,000 

A  &  O-l 

3 

Broad  River  Power  Company: 

5 

4,340,500 

M  &  S-l 

3-17 

3 

6J-3 

1  147  500 

M  &  N-l 

1-48 

1 

Canadea  Power  Corporation: 

5 

2,000,000 

A  &  0-1 

10 

11 

Chasm  Power  Company: 

First  Mortgage,  due  serially  to  1955  

5 

21,500 

A  &  0-15 

32 

32 

Citizens  Light,  Heat  &  Power  Company  of  Pennsylvania  : 

First  Mortgage,  due  1934  

5 

964,000 

M  &  N-l 

16-26-27 

20 

Columbia  Railway,  Gas  and  Electric  Company: 

5 

1,559,000 

J&J-l 

24 

4 

Delaware  Gas  Light  Company: 

5 

144,000 

J&J-l 

33 

33 

Depew  and  Lancaster  Light,  Power  and  Conduit  Company: 

5 

424,500 

F&  A-l 

35 

35 

Du  Bois  Electric  and  Traction  Company: 

Collateral  Trust,  due  1932  (Paid  at  Maturity)  

5 

104,000 

M  &  N-l 

24 

4 

Elmira  Water,  Light  and  Railroad  Company: 

5 

4,694,000 

M  &  S-l 

2 

2 

Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  1952  

6 

1,850,000 

J  &  D-l 

4 

4 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

Joint  First  and  Refunding  Mortgage,  due  1941  

5 

2,661,000 

M&S-l 

8 

8 

Erie  Lighting  Company: 

First  Mortgage  Sinking  Fund,  due  1967  

5 

3,948,000 

A&O-l 

8 

8 

Florida  Public  Service  Company: 

A  &  0-1 

6 

3,340,400 

17-24-38 

38 

6H 

545,900 

F&A-l 

17-24-38 

38 

7 

204,300 

F  &  A-l 

24-31-42 

31 

Frankfort  Water  Company: 

108,000 

J&J-l 

5 

21 

21 

Genesee  Valley  Power  Company,  Inc.: 

96,000 

A&O-l 

6 

36 

36 

Granville  Electric  and  Gas  Company: 

26,500 

A&O-l 

5 

34 

34 
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Associated  Gas  and  Electric  Company 


CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  Debt  of  Operating  Companies 

Interest 
Rate 

% 

Amount 
Held  by 
Public 

Interest 
Dates 

Interest 
P;iy!ihJe  hi 

Trustee 

(see  reference  page  38) 

Indiana  Gas  Utilities  Company; 

5 

$  810,000 

J  I 

!  7-1 

16-26-27 

3 

Jefferson  Electric  Company: 

First  Mortgage,  due  1933  

5 

90,500 

M 

&  S-l 

37 

37 

The  Lake  Shore  Gas  Company: 

5M 

584,000 

M 

&  N-l 

26 

3 

Lexington  Water  Power  Company: 

First  Mortgage,  due  1968  

5 

9,147,400 

ja 

i  7-1 

1-17 

] 

3,267,500 

u 

1 7-1 

3-48 

3 

Lockport  Light,  Heat  and  Power  Company: 

S\i 

1,218,000 

M 

&N-I 

2 

2 

Long  Island  Water  Corporation: 

S}4 

2,124,000 

M 

&N-1 

24 

3 

Manila  Electric  Company: 

First  Refunding  Mortgage,  due  1946  

5 

50,000 

M 

&S-1 

\ 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

First  Lien  and  Collateral  Trust,  due  1953  

5 

836,000 

M 

&  S-l 

24 

The  .Manila  Suburban  Railways  Company: 

5 

53  000 

M 

64  S-l 

Metropolitan  Edison  Company: 

T7"    „l   _„J    I?  nFit-nA'.nrr   MntW'.'rarrs     ^nrlnc   P     Alia  1QC7 

g 

7  274  600 

7  6:7.1 

3  17 

47-3 

22i735[500 

M 

&  S-l 

3-17 

3 

4 

4,770,000 

M 

&  N-l 

24-47 

3 

New  Jersey  Power  &  Light  Company: 

First  Mortgage,  due  1960  

4K 

10,100,000 

A 

Si  0-1 

24-47 

3 

First  Mortgage  due  1950   

5ii 

3,254,500 

M 

8;  S-l 

24-4/ 

New  \  ork  State  Electric  fii  Gas  Corporation: 

5J-!j 

3  721  000 

A&O-l 

6 

'390*000 

u 

'7-1 

I 

*Vl 

6,985,100 

61  S-l 

24-47 

1 

Northern  Pennsylvania  Power  Company: 

5 

1,673,400 

7  &D-1 

3-8 

3 

The  Parr  Shoals  Power  Company: 

5 

2,276,000 

A 

4  0-1 

4 

Penn  Public  Service  Corporation: 

6 

4,548,000 

M 

8;  N-l 

29 

6 

2,434,000 

7« 

[D-l 

24-47 

g 

Pennsylvania  Electric  Company: 

4 

5,442,000 

M 

S  N-l 

24-47 

9,000,000 

F< 

ll  A-l 

24 

1* 

Plattsburgh  Gas  &  Electric  Company: 

First  Mortgage,  due  1939  

5 

236,000 

M 

a  s-i 

6 

6 

The  Ridgefield  Electric  Company: 

Gold  Bouds,  due  1932  

5 

18,000 

J« 

rj-l 

6 

6 

Richmond  Light  and  Railroad  Company: 

4 

1,000,000 

ja 

7-1 

5 

3 

Rochester  Gas  and  Electric  Corporation: 

5M 

4,000,000 

M 

65  S-l 

24-47 

6 

IK 

5,988,000 

M 

&  S-l 

24-47 

6 

Gold  Notes,  due  1932  

3 

10,000,000 

7  &  7-15 

24 

25* 

Rochester  Railway  and  Light  Company: 

5 

10,802,900 

7« 

7-1 

11-24-28 

11 

Roosevelt  Water,  Power  and  Light  Company: 

First  Mortgage,  due  serial!;  to  1944  

6 

15,000 

FJ 

t  A-l 

39 

39 

Sayre  Electric  Company: 

5 

375,500 

A  &  0-1 

41 

40 

Seneca  Power  Corporation: 

6 

387,500 

M 

64  S-l 

7 

7 

*Authenticating  agent. 
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CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  Debt  of  Operating  Companies 

Interest 
Rate 

% 

Amount 
Held  by 
Puhhc 

IDateat 

Interest 
Payable  at 

Trustee 

<nee  reference  below) 

Southern  Ice  and  Utilities  Company: 

6 

$  558,500 

F&  A-l 

i 

l 

Convertible  Gold  Notes  due  1932 

6i4 

326,000 

JSD-l 

l 

l 

Staten  Island  Edison  Corporation: 

Gold  Notes,  due  1932  

3 

7,500,000 

J  &  D-15 

24-47 

25 

Tracy  Development  Company: 

6 

229,000 

A8tO-l 

7 

7 

Union  Gas  &  Electric  Company: 

5 

473,000 

M&S-I 

43 

43 

York  Haven  Water  and  Power  Company: 

Gold  Bonds,  due  1951  

5 

1,247,500 

J&D-l 

9 

9 

830,000 

Total  

$181,941,500 

REFERENCE 

Index — Trustees  of  Mortgages,  Paying  Agents  and  Registrars  and  Transfer  Agents  for  Stock 


1  The  Chase  National  Bank  of  the  City  of  New  York 

2  The  New  York  Trust  Company,  New  York 

3  Guaranty  Trust  Company  of  New  York 

4  Irving  Trust  Company,  New  York 

5  City  Bank  Farmers  Trust  Company,  New  York 

6  Bankers  Trust  Company,  New  York 

7  Manufacturers  Trust  Company,  New  York 

8  The  Pennsylvania  Company  for  Insurances  on  Lives 

and  Granting  Annuities,  Philadelphia,  Penna. 

9  The  Real  Estate-Land  Title  and  Trust  Company, 

Philadelphia,  Penna. 

10  J.  P.  Morgan  &  Company,  New  York 

1 1  Security  Trust  Company  of  Rochester  (N.  Y. ) 

12  Franklin-American  Trust  Company,  St.  Louis,  Mo. 

13  Harris  Forbes  Trust  Company,  Boston,  Mass. 

14  Hibernia  Trust  Company,  New  York 

15  The  First  National  Bank  of  Boston  (Mass.) 

16  Harris  Trust  and  Savings  Bank,  Chicago,  111. 

17  Continental  Illinois  Bank  and  Trust  Co.,  Chicago,  111. 

18  Security  First  National  Bank  of  Los  Angeles  (Cal.) 

19  Bank  of  America-National  Trust  and  Savings  Associa- 

tion, Los  Angeles,  Cal. 

20  Chemical  Bank  &  Trust  Company,  New  York 

21  Fidelity  and  Columbia  Trust  Company,  Louisville,  Ky. 

22  First  National  Bank  of  Ithaca  (N.  Y.) 

23  Central  Hanover  Bank  and  Trust  Company,  New  York 
*24  The  Company,  or  Agency  of  the  Company,  61  Broad- 
way, New  York 


25  The  Public  National  Bank  and  Trust  Co.  of  New  York 

26  Chase  Harris  Forbes  Corporation,  New  York 

27  Chase  Harris  Forbes  Corporation,  Boston,  Mass. 

28  Rochester  Gas  and  Electric  Corporation, 

Rochester,  N.  Y.  (Registered  bonds  only) 

29  The  First  National  Bank  of  the  City  of  New  York 

30  The  Marine  Midland  Trust  Company  of  New  York 

31  The  Atlantic  National  Bank  of  Jacksonville  (Fla.) 

32  First  National  Bank  of  Chateaugay  (N.  Y.) 

33  The  Easton  Trust  Company,  Easton,  Penna. 

34  The  Troy  Trust  Company,  Troy,  N.  Y. 

35  M  &  T  Trust  Company,  Buffalo,  N.  Y. 

36  Exchange  National  Bank  of  Olean  (N.  Y.) 

37  Scran  ton  Lackawanna  Trust  Co.,  Scranton,  Penna. 

38  The  Florida  National  Bank  of  Jacksonville  (Fla.) 

39  Nassau  County  Trust  Company,  Mineola,  N.  Y. 

40  Miners  Bank  of  Wilkesbarre  (Penna.) 

41  Girard  Trust  Company,  Philadelphia,  Penna. 

42  The  First  National  Bank  of  Chicago  (111.) 

43  First  Union  Trust  and  Savings  Bank,  Chicago,  111. 

44  H.  B.  Brown,  J.  J.  McCarthy  and  Others, 

120  Wall  St.,  New  York 

45  The  Equitable  Trust  Company  of  New  York 

46  J.  F.  McKennaand  Others,  61  Broadway,  New  York 
*47  The  Company,  Ithaca,  N.  Y. 

48  Central  Republic  Bank  and  Trust  Company,  Chicago, 
Illinois 


*Interest  Payments — Coupons  at  24  and  registered  at  47. 


Page  thirty-eight 


Operating  Subsidiaries  of  Associated  Gas  and  Electric  Company 


HAVING  NO  SECURITIES  OUTSTANDING  WITH  THE  PUBLIC 


Arizona 

Arizona  General  Utilities  Company 

Arkansas 

Arkansas  General  Utilities  Company 

Delaware 

The  Dover  Gas  Light  Company 

Florida 

Sanford  Gas  Company 

Indiana 

Loogootee  Water  Company 
Ohio  River  Power  Company 
Rising  Sun  Water  &  Light  Company 

Kentucky 

Hopkins  ville  Water  Company 
*Kentucky-Tennessee  Light  and  Power  Company 
Kentucky  Service  Company 
The  Owensboro  Gas  Company 

Louisiana 

Louisiana  Public  Utilities  Co.,  Inc. 

Maryland 

Associated  Maryland  Electric  Power  Corporation 
The  Maryland  Public  Service  Company 
Youghiogheny  Hydro-Electric  Corporation 

Missouri 

Missouri  General  Utilities  Company 
Missouri  Southern  Public  Service  Company 

New  Jersey 

Associated  Public  Utilities  Corporation 

New  Mexico 

The  Tucumcari  Light  and  Power  Company 

New  Yore 

Owego  Gas  Corporation 
The  Patchogue  Electric  Light  Company 
Smyrna  Telephone  Company,  Inc. 
Spring  Brook  Water  Company 


Ohio 

The  Hilliard  Light  and  Power  Company 

The  Jefferson  Gas  Company 

The  New  Matamoras  Electric  Company 

The  New  Washington  Electric  Company 

The  North  Baltimore  Water  and  Electric  Company 

The  Paint  Township  Light  and  Power  Company 

The  Portsmouth  Gas  Company 

The  Van  Wert  Gas  Light  Company 

The  Wyandot  Light  &  Power  Company 

Oklahoma 

Panhandle  Public  Service  Company 

Pennsylvania 

Clarion  Water  Company 
Johnstown  Fuel  Supply  Company 
Penelec  Water  Company 

South  Dakota 

Sioux  Falls  Gas  Company 

Tennessee 

Dover  Power  Company 
"Kentucky-Tennessee  Light  and  Power  Company 
Southern  Utilities  Company 
Tennessee  General  Utilities  Company 

Texas 

Texas  General  Utilities  Company 

Vermont 

Granville  Electric  Company 

Philippine  Islands 

Argosino  Electric  Plant,  Inc. 

Atimonan  Electric  Company,  Inc. 

Baliuag  Electric  Company,  Inc. 

Bicol  Electric  Company 

Calumpit  Electric  Company 

Cavite  Electric  Company 

Dagupan  Light  and  Power  Company 

Electra  Lipena,  Inc. 

Escudero  Electric  Service  Company 

Gapan  Electric  Company 

La  Union  Electric  Company,  Inc. 

Lucena  Electric  Company,  Inc. 

Meycauayan  Electric  Company 

San  Jose  Light  and  Power  Company 

Santa  Rosa  Electric  Co.,  Inc. 

Tarlac  Electric  Service  Company,  Inc. 


'Except  Purchase  Money  Notes  and  Liability  for  Municipal  Bonds. 
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Associated  Gas  and  Electric  Company 


ANNUAL  REPORT 

For  the  Year  Ended  December  31,  7932 

THIS  report  covers  one  of  the  worst  years  in  the  history  of  American  industry. 
'  General  business  activity  dropped  to  52%  of  normal.  In  spite  of  intensive  efforts 
to  secure  new  business  and  to  retain  the  old,  the  Associated  Gas  and  Electric  Company 
suffered  as  a  result  of  these  conditions. 

Subsidiaries  of  the  Associated  Gas  and  Electric  Company  serve  1,172,481  cus- 
tomers, and  account  for  about  86%  of  operating  revenues  of  the  Associated  Gas  and 
Electric  System.  A  discussion  of  the  results  of  the  operations  of  the  Associated  System, 
which  include  all  operations  of  the  Associated  Gas  and  Electric  Company,  will  be 
found  on  pages  ten  to  twenty-two. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 
Only  Since  Dates  of  Acquisition 


Years  ended  December  31 

Decrease 

1932 

1931 

Amount 

% 

$84,826,456.86 

$90,575,228.32 

$5,748,771.46 

6.35 

$41,399,449.94 
6,491,966.55 
7,251,309.08 

$42,924,567.20 
5,882,409.00 
8,310,493.53 

$1,525,117.26 
609,557.55* 
1,059,184.45 

3.55 
10.36* 
12.75 

$55,142,725.57 

$57,117,469.73 

$1,974,744.16 

3.46 

$29,683,731.29 
3,038,904.13 

$33,457,758.59 
6,284,895.36 

$3,774,027.30 
3,245,991.23 

11.28 
51.65 

$32,722,635.42 

$39,742,653.95 

$7,020,018.53 

17.66 

Fixed  Deductions  from  Income: 

$11,875,509.76 
4,062,501.88 1 
12,475,193.73 

$10,427,749.11 
5,559,953.15t 
11,661,911.48 

$1,447,760.65* 
1,497,451.27 
813,282.25* 

13.88* 
26.93 
6.97* 

$28,413,205.37 

$27,649,613.74 

$  763,591.63* 

2.76* 

$  4,309,430.05 

$12,093,040.21 

$7,783,610.16 

64.36 

'Increase. 

fExclusive  of  that  portion  of  charges  ranking  after  fixed  interest  requirements  of  Associated  Gas  and  Electric  Company. 


Consolidated  operating  revenues  of  the  Com- 
pany and  subsidiaries  in  1932  were  $84,826,457. 
After  provision  for  retirements,  net  earnings  avail- 
able for  fixed  charges  and  other  deductions  were 
$32,722,655.  On  the  "over-all"  basis,  consolidated 


earnings  before  provision  for  retirements  were 
1.40  times,  and  after  such  provision  1.15  times 
interest  and  dividends  on  preferred  stocks  of  sub- 
sidiary companies  and  fixed  interest  requirements 
of  Associated  Gas  and  Electric  Company  (exclu- 
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sive  of  that  portion  of  charges  of  subsidiary 
companies  ranking  after  fixed  interest  require- 
ments of  the  Company). 

The  Company  has  stopped  paying  cash  divi- 
dends on  the  preference  and  preferred  stocks  be- 
cause declining  business  made  it  vital  to  conserve 
cash.  For  a  while,  dividends  on  the  preference 
stock  were  paid  in  scrip,  but  later  they  were  sus- 
pended entirely. 

Holders  of  convertible  obligations  were  given  the 
choice  of  having  their  securities  converted  into 
preferred  stock  or  into  new  Convertible  Obliga- 
tions, Series  A  and  B,  which,  prior  to  conversion, 
are  senior  to  preferred  stock,  but  Junior  to  the 
debenture  bonds  paying  fixed  interest.  Practically 
all  holders  naturally  chose  the  new  convertible 
obligations,  as  they  were  more  desirable  than  the 
preferred  stock  into  which  the  convertible  obliga- 
tions were  convertible  by  their  terms. 

After  this  conversion  occurred,  however,  bus- 
iness continued  to  decline,  taxes  to  rise,  and  rate 
reductions  to  be  insisted  upon  by  compromise. 
Before  the  end  of  the  year  it  was  apparent  that 
in  the  absence  of  some  decided  improvement,  it 
would  be  necessary  to  suspend  dividends  on  the 
preferred  stock  as  well.  Such  suspension  is  now 
the  fact. 

Interest  on  the  new  Series  A  and  B  Convertible 
Obligations  was  fully  earned  in  1932,  but  the  acute 
scarcity  of  cash  caused  by  the  closing  of  banks,  the 
continued  loss  of  business,  and  the  slowness  of  col- 
lections, made  it  necessary  in  the  early  part  of 
1933  to  pay  this  interest  in  scrip,  and  then 
to  discontinue  even  these  scrip  payments. 

Although  the  consolidated  earnings  have  not 
failed  during  any  twelve -months'  period  as  yet  to 
cover  fixed  interest  requirements,  they  did  fail  by 


$645,522  to  cover  these  requirements  during  the 
second  quarter  of  1933.  In  the  corresponding 
quarter  of  1932,  there  was  a  surplus  of  $176,281, 
after  fixed  interest  charges,  making  a  decrease  of 
$821,803  for  the  1933  quarter  as  compared  with 
the  1932  quarter. 

It  is  apparent  from  the  foregoing  that  if  the  de- 
pression continues,  the  future  of  the  Associated 
Gas  and  Electric  Company  depends  almost  wholly 
upon  how  it  handles  its  available  cash.  The  record 
of  Associated  financing  in  1932  is  the  record  of  the 
Management's  effort  to  make  the  best  use  of  cash 
in  meeting  maturing  obligations  and  paying  in- 
terest and  dividends. 

PROGRESS  IN  MEETING  MATURING  OBLIGATIONS 

Despite  cash  payments  of  interest  and  divi- 
dends, the  Management  was  able  successfully  to 
reduce  the  $43,729,081  of  maturing  obligations  of 
the  Associated  Gas  and  Electric  Company  and 
subsidiary  companies  to  $3,026,238  as  of  October 
26,  1933.  The  progress  made  in  reducing  these 
obligations  is  shown  in  the  table  below. 

Part  of  the  cash  used  in  reducing  these  $43,729,- 
031  obligations  was  derived  from  the  sale  of  8% 
Eight  Year  Gold  Bonds  of  Associated  Gas  and 
Electric  Corporation,  a  wholly  owned  subsidiary 
of  the  Associated  Gas  and  Electric  Company.  Ad- 
ditional cash  was  received  from  the  sale  of  operat- 
ing company  mortgage  bonds. 

The  sale  of  these  8%  Eight  Year  Gold  Bonds 
was  one  of  the  most  remarkable  achievements  in 
the  history  of  the  building  of  the  Associated  Sys- 
tem, and  one  of  the  most  unusual  examples  of 
intensive  selling  by  employees  in  the  history  of 
the  public  utility  industry.  The  magnificent  effort 
of  the  entire  employee  and  managerial  personnel 
of  the  Associated  System  in  disposing  of  these 
bonds,  at  a  time  when  the  critical  financial  situa- 


Obligations  JIaturing  In 

1933 

1933 

1932-1933 

Outstanding 

Outstanding 

Outstanding 

At  Oct.  26,  1933 

At  Dec.  31,  1932 

At  Dec.  31,  1931 

$  - 

$  — 

J  3,190,153 

2,377,238 

5,790,300 

9,343,928 

410.000 

6,541,000 

27,112,000 

239,000 

690,000 

4,083,000 

$  3,026,238 

$13,021,300 

$43,729,081 
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tion  of  the  country  made  it  almost  impossible  to 
sell  bonds,  protected  the  investments  of  thousands 
of  Associated  security  holders,  who  hold  securities 
junior  to  these  8%  Eight  Year  Gold  Bonds  of  the 
Associated  Gas  and  Electric  Corporation. 

This  accomplishment  would  have  been  impos- 
sible had  the  efforts  of  certain  uninformed  persons 
in  urging  legislation  to  stop  such  security  selling 
by  employees  already  been  successful.  These  8% 
Eight  Year  Gold  Bonds  have  proved  to  be  a  sound 
investment,  interest  on  them  having  been  earned 
during  the  year  1932  more  than  20  times  after 
provision  for  retirements,  but  before  Federal  income 
taxes,  on  the  customary  "after-all"  basis,  and  on 
the  "over-all"  basis  2.07  times,  notwithstanding 
the  depressed  condition  of  the  public  utility  in- 
dustry during  that  year. 

The  issue  of  $7,500,000  of  3%  One  Year  Gold 
Notes  of  Staten  Island  Edison  Corporation,  which 
matured  on  June  15,  1932,  was  met  by  the  issue  of 
6%  Refunding  and  Improvement  Mortgage  Gold 
Bonds,  due  June  14,  1933.  Holders  of  One  Year 
Gold  Notes  were  offered  $1,000  principal  amount 
of  the  new  issue  and  $10  in  cash  for  each  $1,000 
principal  amount  of  one-year  notes.  This  plan  of 
exchange,  which  was  declared  operative  August 
15,  1932,  stipulated  that  $2,250,000  of  the  new 
issue  be  retired  within  the  life  of  the  bonds.  This 
requirement  was  met,  and  further  retirements 
out  of  receipts  from  operations  brought  the  total 
to  be  met  on  June  14,  1933,  down  to  $4,500,000. 

These  bonds  were  extended  so  that  $500,000 
would  become  payable  in  three,  six  and  nine 
months  and  the  remaining  $3,000,000  in  eleven 
and/or  twelve  months.  The  bonds  extended  for 
three  months  were  paid  September  14, 1933. 

A  Rochester  Gas  and  Electric  Corporation  issue 
of  $10,000,000  in  3%  Gold  Notes  matured  on 
July  15,  1932.  Part  of  this  amount  was  retired 
prior  to  maturity,  leaving  $9,070,000  to  be  met  on 
July  15.  A  small  part  of  these  notes  was  paid  with 
available  cash,  but  by  far  the  greater  part  was 
financed  for  a  year  by  bank  loans,  in  order  to  give 
time  for  permanent  financing.  This  permanent 
financing  took  the  form  of  an  issue  of  $8,478,000 
principal  amount  of  5%  General  Mortgage  Gold 
Bonds,  due  1962.  The  proceeds  from  the  sale  of 
this  issue  were  used  in  payment  of  the  indebted- 
ness to  the  banks. 

In  connection  with  this  financing  it  was  neces- 


DISPOSITION  OF  AVERAGE  MONTHLY 
REVENUE  PER  CUSTOMER 

Expenses,  Taxes 
and  Provision 
for  Retirements 

$3.52 

www 

Interest  and 
Underlying 
Preferred 

jjj 

Dividends 

2.01 

Balance  after 
Fixed 

Deductions 

13 

Total 

$5^6 

sary  to  place  the  common  stock  in  a  voting  trust 
to  be  administered  by  four  trustees.  The  trustees 
selected  included  three  Rochester  business  men 
and  the  counsel  for  the  Associated  Gas  and  Elec- 
tric Company,  who  was  also  a  director  of  the 
Rochester  Gas  and  Electric  Corporation.  These 
trustees  elected  a  board  of  directors  with  a  larger 
representation  of  Rochester  men. 

A  maturity  of  Pennsylvania  Electric  Company 
unsecured  notes  due  on  August  1,  1932  was  met 
largely  through  an  issue  of  Convertible  Gold 
Notes  due  in  1933  and  1935.  These  notes  are 
convertible  Into  First  and  Refunding  Mortgage 
5%  Gold  Bonds  due  in  1962,  and  a  large  part  have 
been  so  converted.  Of  the  notes  due  August  1, 
1933,  which  were  not  converted,  the  majority 
were  extended  until  July  1,  1934.  The  rest  were 
paid  in  cash. 

Financing  during  the  year  was  aided  by  cash 
obtained  through  the  sale  of  mortgage  issues  of 
New  Jersey  Power  &  Light  Company,  Metropoli- 
tan Edison  Company,  New  York  State  Electric 
&  Gas  Corporation,  and  Pennsylvania  Electric 
Company.  These  bonds  were  offered  directly  to 
Associated  security  holders  on  the  basis  of  a 
$10  first  payment  and  monthly  installments,  and 
were  also  distributed  through  regular  investment 
channels. 
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In  addition  to  all  of  the  foregoing,  the  General 
Gas  &  Electric  Corporation  had  an  issue  of  serial 
notes,  which  matured  August  15,  1932.  These 
were  gradually  reduced  prior  to  maturity,  and  the 
remainder  was  successfully  provided  for  by  cash 
payments  to  the  extent  not  retired  as  a  result  of 
exchanges  for  Northern  Pennsylvania  Power  Com- 
pany 5%  First  and  Refunding  Mortgage  Gold 
Bonds  due  in  1962,  on  a  par  for  par  basis. 

General  Gas  &  Electric  Corporation  was  unable 
to  pay  at  maturity  the  serial  notes  which  became 
due  August  15,  1933.  Holders  of  all  serial  notes 
have  been  asked  to  exchange  their  present  notes 
for  a  like  principal  amount  of  5%  notes  maturing 
one  year  later  than  the  notes  now  held,  plus  $10 
in  cash  for  each  $1,000  of  notes  deposited.  If  the 
plan  is  declared  operative,  affiliated  interests,  who 
hold  a  substantial  proportion  of  serial  notes  as 
well  as  other  debt  obligations  of  General  Gas  & 
Electric  Corporation,  will  permit  the  application 
of  surplus  earnings  to  the  payment  of  notes  held 
by  the  public. 

If  the  present  corporate  structure  remains  un- 
changed, the  following  is  a  statement  of  maturities 


NUMBER  OF  CUSTOMERS 

Auocioted  Goi  ond  Electric  Company 


Growth  in  Nun- 
Served  by  Pr< 
Associated  Gas  a 

1916  —  20,540 

1917  —  23,879 

1918  —  23,836 
1919 — 25,670 

1920  —  27,436 

1921  — 29,170 

1922 —  44,217 

1923 —  48,666 
1932 — 


ber  of  Customers 
jperties  While  in 
nd  Electric  Company 

1924-  116,339 

1925-  318.540 

1926-  423,540 

1927-  442,636 

1928-  474,448 

1929-  1,081.037 

1930-  1,122,167 

1931-  1.181.925 
I  I  72  481 


B-gm.ran.CH  nu  Jim  EfflJU 


1916    18     20     22     24      26     28      30  32 


of  all  funded  indebtedness  of  the  Associated  Gas 
and  Electric  Company  and  its  subsidiaries  for  the 
five  years  ending  December  31,  1937. 


MATURING  FUNDED  DEBT 


December  31,  1932 

Reduction 
During  1933 
to  Sept.  30 

Total 
Sept.  30,  1933 

Maturity 

Associated  Gas  and 
Eieclric  Company 

Subsidiary 
Companies 

Total 
Dec.  31,  1932 

1933  

$   

$7,231,000 
2,199,000 
1,981,500 
1,632,000 
1,0S7,993 

$7,231,000 
2,199,000 
1,981,500 
1,632,000 
1,153,640 

$6,489,500 
2.955,500* 
554,000 
317,000* 
79,431 

$  741,500 
5,154,500 
1,427,500 
1,949,000 
1,074,209 

1934  

1935  

1936  

65,647 

1937  

"Increase. 

In  addition  to  the  need  of  cash  for  meeting  renewals  or  extensions  of  existing  loans.  Moreover, 

maturing  obligations,  there  is,  of  course,  the  need  there  is  practically  no  bond  or  security  market, 

of  cash  to  pay  regular  current  fixed  interest  on  the  making  it  impossible  to  raise  cash  in  that  manner, 

debentures  of  the  Company.  The  situation  is  made  These  conditions  do  not  seem  likely  to  improve 

more  difficult  by  the  fact  that  the  banks  continue  soon;  neither  is  it  likely  that  the  public  utility 

to  desire  to  be  as  nearly  liquid  as  possible,  and  that  business  will  immediately  improve  materially  nor 

they  therefore  refuse  to  make  any  loans  except  that  collections  will  come  in  more  quickly. 

Maturities  to  be  met  in  1933  are  as  follows:  At  Oct.  26, 1933 

Notes  payable  of  subsidiaries  (being  met  by  monthly  and  quarterly  payments)   $1,930,638 

Advances  from  financing  company  (being  paid  from  collections  on  appliance  accounts  receivable)   446,600 

Funded  debt  of  subsidiaries: 

General  Gas  &  Electric  Corporation,  5%  matured  August  15  (see  text  above)   239,000 

Staten  Island  Edison  Corporation,  6%  due  December  14   410.000 

$3,026,238 
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PLAN  OF  REARRANGEMENT  OF  DEBT 
CAPITALIZATION 

In  view  of  these  difficult  situations,  the  Asso- 
ciated Gas  and  Electric  Company  has  submitted 
a  plan  of  rearrangement  of  debt  capitalization  to 
its  debenture  holders,  for  the  purpose  of  reducing 
fixed  interest  charges  and  substituting  charges 
based  on  income. 

The  plan  of  rearrangement  of  capitalization, 
which  is  designed  to  protect  debenture  holders 
should  conditions  not  improve,  proposes  to  re- 
duce fixed  interest  charges  on  the  outstanding 
debentures  of  the  Company  by  offering  debenture 
holders  three  options: 

THREE  OPTIONS 

Option  1  offers  Fixed  Interest  Debentures  of 
Associated  Gas  and  Electric  Corporation,  the  most 
conservative  security,  bearing  the  same  rate  of  in- 
terest but  with  a  50%  reduction  in  principal,  with 
the  opportunity  of  converting,  during  the  period 
from  June  15,  1935  to  June  15,  1945,  into  Option 
2,  which  restores  the  face  amount  of  their  secur- 
ity to  its  original  figure. 

Security  holders  who  accept  Option  1  have 
been  extended  the  additional  privilege  of  exchang- 
ing the  new  Associated  Gas  and  Electric  Corpora- 
tion debentures,  at  any  time  after  December  31, 
1938,  and  before  January  1,  1944,  for  Sinking 
Fund  Income  Debentures  of  Associated  Gas  and 
Electric  Company  (now  offered  under  Option  3 
of  the  Plan),  of  the  same  principal  amount  and 
initial  rate  of  interest  as  debentures  of  the  Assoc- 
iated Gas  and  Electric  Company  they  now  hold. 

Option  2  offers  an  equal  principal  amount  of 
Associated  Gas  and  Electric  Corporation  Income 
Debentures  (an  improved  position  as  compared 
with  the  present  debentures)  with  a  reduction  in 
interest  rate  ranging  from  Yi°/o  to  1%. 

Option  3  offers  Sinking  Fund  Income  Deben- 
tures of  Associated  Gas  and  Electric  Company  of 
the  same  principal  amount  and  interest  rate  as  the 
deposited  debentures,  with  a  possibility  of  in- 
creased interest  return  in  the  future. 

FAIRNESS  OF  THE  PLAN 

The  Management  believes  that  the  Plan  is 
eminently  fair  to  all  classes  of  security  holders  of 
the  Company. 

It  extends  to  debenture  holders  three  privileges 


which  they  have  not  previously  had,  and  accept- 
ance of  which  is  entirely  voluntary. 

Options  1  and  2  furnish  debenture  holders  an 
opportunity  to  take  for  their  debentures  (which 
now  sell  at  less  than  20  cents  on  the  dollar)  some- 
thing more  secure.  Under  Option  2  they  may 
take  Income  Debentures  of  the  Company's  im- 
mediate subsidiary  (Associated  Gas  and  Electric 
Corporation)  with  no  change  in  principal  and 
approximately  a  20%  reduction  in  income.  Under 
Option  I  they  may  take  fixed  interest  debentures 
of  the  same  subsidiary  with  a  substantial  reduc- 
tion in  principal  and  income,  but  with  a  still  bet- 
ter position  and  later  convertible  into  Option  2 
or  Option  3. 

Option  3  involves  no  reduction  of  interest  or 
principal,  while  on  the  other  hand  it  offers  deben- 
ture holders  a  possibility  of  increased  income.  It 
assures  payment  of  the  same  rate  of  interest  as 
long  as  the  interest  is  paid  on  the  debentures  now 
outstanding.  When  those  debentures  are  retired, 
the  holder  is  entitled  to  increased  interest,  all  on  a 
cumulative  basis,  as  compensation  for  placing  the 
interest  on  an  income  basis.  Even  before  all  the 
debentures  are  retired,  he  may  receive  additional 
interest. 

IMPROVED  POSITION  OFFERED 

No  one  need  take  a  reduction  in  interest  unless 
he  wants  an  improved  position.  No  one  need  take 
a  reduction  in  principal  unless  he  wants  a  still 
more  improved  position,  and  even  this,  at  his 
option,  need  not  be  permanent.  No  one  need  take 
a  reduction  either  in  interest  or  in  principal  if  he 
prefers  to  continue  in  his  present  position. 

The  interest  savings  under  the  Plan  cannot  go 
to  stockholders.  Available  net  income  in  excess 
of  interest  charges  (as  defined  in  the  Escrow  Agree- 
ment) to  the  extent  of  the  net  savings  in  interest 
charges,  may  be  used  only  (except  for  expenses  of 
the  Plan)  to  retire  debt  securities  of  the  Company 
and  its  immediate  subsidiary,  and  to  buy  in  un- 
derlying debt  securities  held  by  the  public,  thus 
improving  the  position  of  all  debentures  of  the 
Company. 

The  stockholders  will  forego  income  to  the  ex- 
tent necessary  for  the  sinking  fund  provided  under 
Option  3.  Additional  protection  against  the  pos- 
sible consequences  of  adverse  conditions  is  their 
compensation. 
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NECESSITY  OF  THE  PLAN 

Public  utility  investments  are  endangered  be- 
cause utilities  are  harassed  by  serious  reductions 
in  income  and  increases  in  expenses  which  are 
both  beyond  their  control.  Taxes  are  increasing 
alarmingly  and  expenses  for  labor  and  materials 
are  rising  rapidly.  In  the  face  of  these  increased 
expenses,  utilities  are  forced  by  regulatory  com- 
missions to  make  so-called  emergency  rate  reduc- 
tions. This  situation  is  making  it  increasingly  dif- 
ficult for  many  utility  companies  to  earn  enough 
to  meet  their  fixed  interest  requirements. 

These  uncontrollable  increases  in  expenses  and 
reductions  in  income  during  the  present  year  will 
amount  to  more  than  $5,000,000  in  the  case  of  the 
Associated  System,  it  is  estimated. 

Congress  shifted  the  Federal  tax  on  electric  out- 
put from  consumers  to  the  operating  companies. 
It  imposed  a  new  tax  on  the  value  of  capital  stock 
of  corporations,  applying  this  retroactively  to  the 


year  ending  June  30,  1933.  These  two  new  taxes 
will  add  approximately  $1,500,000  to  the  tax 
burden  of  the  Associated  System.  Several  munici- 
palities, including  the  City  of  New  York,  where 
the  Staten  Island  Edison  Corporation  operates, 
have  imposed  additional  taxes  on  electric  output. 

Cooperation  with  the  N.R.A.  program  involves 
substantial  additional  expense  which  the  Public 
Service  Commission  of  New  York  has  shown  re- 
luctance to  recognize  in  the  determination  of  rates, 
as  it  is  recognized  in  the  determination  of  prices 
in  other  businesses.  This  expense  involves  not  only 
the  employment  of  additional  labor  and  wage  ad- 
justments, but  also  a  substantial  increase  in  the 
cost  of  coal  (a  large  item  in  the  operation  of  public 
utilities)  and  other  materials  and  supplies.  It  is 
estimated  that  increased  expenses  incident  to  the 
N.R.A.  program  will  amount  to  as  much  as 
$2,000,000  annually  for  the  Associated  System. 
The  Associated  System  is  glad  to  cooperate  in  the 
Administration's  effort  to  stimulate  business  re- 
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covery,  but  destructive  taxation  and  severe  rate 
reductions  make  it  increasingly  difficult  to  do  so. 

It  would  seem  only  fair  that  utilities  should  be 
allowed  to  raise  their  rates  to  meet  these  increased 
costs,  just  as  other  businesses  are  allowed  to  raise 
their  prices.  Public  Service  Commissions  have  not 
generally  recognized  this;  they  have  not  allowed 
utilities  even  to  maintain  their  present  rates,  but 
have  insisted  upon  further  rate  reductions.  Asso- 
ciated operating  companies  in  New  York  State 
alone  have  had  their  rates  reduced  by  $1,125,000 
this  year.  Other  substantial  reductions  have  been 
ordered  in  this  State.  Commissions  and  municipal- 
ities in  other  states  where  Associated  companies 
operate  are  also  demanding  further  reductions. 

The  Associated  Gas  and  Electric  Company 
showed  a  deficit  after  interest  charges  of  nearly 
$650,000  for  the  second  quarter  of  1933.  In  spite  of 
increasing  electric  output,  no  month  in  1933  has 
produced  total  revenues  higher  than  those  of  the 
same  month  in  1932,  previously  the  worst  year  in 
the  history  of  the  public  utility  industry.  The  most 
recent  figures  are  equally  discouraging. 

Severe  restrictions  imposed  by  the  National 
Securities  Act  have  practically  put  an  end  to  the 
distribution  of  even  high-grade  first  mortgage 
bonds  through  the  normal  channels  that  have 
heretofore  been  used.  It  furnishes  an  obstacle  to 
refinancing  maturities  and  providing  for  new  con- 
struction in  addition  to  the  lack  of  purchasing 
power  among  investors  which  has  existed  for  sev- 
eral years.  These  two  factors  have  made  it  neces- 
sary to  refund  maturities  and  provide  for  such 
construction  as  is  absolutely  necessary  almost  en- 
tirely out  of  current  earnings  of  the  operating  com- 
panies. 

October  30,  1933 


One  further  consideration  is  necessary  to  a  re- 
alization of  the  seriousness  of  the  situation.  That 
is  the  offer  of  the  Public  Works  Administration  to 
loan  money  on  behalf  of  the  government  to  munici- 
palities desiring  to  build  or  acquire  their  own  elec- 
tric light  and  power  systems.  This  is  already  giving 
impetus  to  municipal  power  projects,  and  making 
more  difficult  the  position  of  privately  owned  en- 
terprises. 

As  insurance  against  the  dangers  of  this  situa- 
tion, the  Management  believes  that  the  Plan  is 
necessary.  It  is  the  purpose  of  the  Plan  to  put 
fixed  interest  charges  of  the  Associated  Gas  and 
Electric  Company  largely  on  an  income  basis,  so 
that  in  the  event  of  temporary  inability  to  meet 
full  interest  charges,  defaults  would  not  occur 
which  might  result  in  a  receivership,  with  severe 
losses  to  Associated  security  holders. 

By  October  30,  1933,  more  than  31,000  holders 
of  Associated  Gas  and  Electric  Company  Fixed 
Interest  Debentures  had  realized  the  danger  of  the 
situation,  and  had  deposited  their  securities  under 
the  Plan  of  Rearrangement  of  Debt  Capitaliza- 
tion. Ninety-eight  per  cent  of  the  exchanges  have 
been  for  debentures  of  the  Associated  Gas  and 
Electric  Corporation,  which  are  in  a  much  more 
secure  position.  Most  popular  with  debenture 
holders  is  Option  1  of  the  Plan,  the  most  conserva- 
tive option. 

Other  debenture  holders  are  urged  to  deposit 
their  debentures  immediately  for  the  protection 
of  their  own  interests. 

Respectfully  submitted, 
FOR  THE  BOARD  OF  DIRECTORS, 
J.  I.  MANGE, 

President 


Note:  Further  discussion  of  the  various  activities  of  the  Associated  System  appears  on  the  jotlowinq  pages, 
ajter  which  are  jinanciat  statements  of  Associated  Gas  and  Electric  Company  and  Subsidiaries. 
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Associated  Gas  and  Electric 

OPERATIONS  AND  PROGRESS 

For  the  Year  Ended  December  31,  1932 


System 


N  1932,  for  the  first  time  in  a  decade,  the  sales  of  electric  units  (kwh.)  were  less  than 
in  the  previous  year.  Accordingly,  the  problem  of  the  Associated  System  was  to  re- 
tain what  business  it  had,  as  much  as  to  gain  new  business.  The  success  of  the  Asso- 
ciated System  in  meeting  this  problem  is  indicated  in  the  succeeding  pages,  and  the 
more  salient  points  are  summarized  immediately  below.  Beginning  in  the  latter  part 
of  April  1933,  electric  output  began  to  exceed  that  of  comparable  periods  in  1932, 
and  thus  far  has  remained  higher  than  a  year  ago.  This  increase  in  electric  output 
does  not  mean  a  corresponding  improvement  in  earnings,  because  the  bulk  of  the 
increase  comes  from  industrial  users  who  pay  the  lowest  rate  of  any  class  of  cus- 
tomers.   Gas  output  has  continued  generally  below  1932. 


1.  Gross  operating  revenues  exclusive  of  other 
income  for  the  year  1932  declined  7%  below  1931. 
Operating  expenses  and  maintenance  were  reduced 
5%,  but  taxes  increased  $922,970  or  13%.  Net 
operating  income  was  $34,930,026,  a  decrease  of 
11%  from  1931. 

2.  Total  electric  revenue  during  the  year  was 
5%  lower  than  in  1931,  and  other  operating  reve- 
nues were  12%  lower.  The  decrease  in  electric 
revenue  would  have  been  larger  had  not  domestic 
customers,  who  account  for  37%  of  electric  reve- 
nue, increased  their  average  annual  use  4.1%. 

3.  Sale  of  appliances  and  equipment  by  oper- 
ating companies  and  dealers  resulted  in  additional 


gas  and  electric  business  which  it  is  estimated  will 
produce  annual  revenue  of  $5,672,894.  This  new 
business  helped  to  offset  losses. 

4.  Customers  served  declined  20,484  to  a  total 
of  1,417,169.  There  was  a  net  gain  of  1,021  electric 
customers  and  a  net  loss  of  21,505  gas,  water,  and 
steam  customers. 

5.  Registered  security  holders  increased  17,669 
to  a  total  of  254,784.  Of  this  increase,  14,070  were 
new  customer-investors.  Customer-investors  to- 
talled 119,105  at  the  end  of  the  year. 

6.  Expenditures  for  new  construction  and  im- 
provement of  facilities  amounted  to  $4,600,000. 


Note — Pages  10  to  22  of  this  report  deal  with  the  Associated  Gas  and  Electric  System; 
which  includes  the  Associated  Gas  and  Electric  Company  and  the  New  England  Gas  and 
Electric  Association.  Pages  1  to  9  and  22  to  48  deal  with  Associated  Gas  and  Electric 
Company,  having  operating  revenues  which  are  86%  of  those  of  the  System. 
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SUMMARY  OF  OPERATIONS 

Results  of  operating  activities  of  companies  comprising  the  Associated  Gas  and  Electric  System 
during  1932  are  as  follows: 


Total  customers   1,417, 169 

Decrease  in  customers   20,484 

Per  cent  decrease   1 .4% 

Gross  operating  revenues   $98,256,475 

Per  cent  decrease   6.7% 

Operating  income   $34,930,026 

Per  cent  decrease   10.7% 

Total  electric  output — units  (kwh.)  net   2,995,667,920 

Per  cent  decrease   7.1% 

Total  gas  sendout  (m.c.f.)   16,985,430 

Per  cent  decrease   4.4% 

Units  (kwh.)  sold  per  residential  customer   488 

Per  cent  increase   ^% 

Gas  sales  (cu.  ft.)  per  residential  customer   29,400 

Per  cent  decrease   3.0% 

Approximate  annual  revenue  obtained  by  New 

Business  Department   $  5,672,894 

Per  cent  decrease   2.8% 


EARNINGS 


The  comparative  earnings  statement  of  the  entire  System  for  the  latest  period  available,  the 
twelve  months  ended  August  31,  1933  and  1932  (in  the  condensed  form  in  which  it  is  published  each 
month)  is  given  below: 


Decrease 

1933 

1932 

Amount 

% 

$  72,594,625 

$  75,810,627 

$  3,216,002 

4 

15,736,509 

17,033,154 

1,296,645 

8 

2,233,880 

3,221,962 

988,082 

31 

1,524,655 

1,868,715 

344,060 

18 

1,435,348 

1,617,048 

81.700 

5 

Water  

1,228,606 

1,271,879 

43,273 

3 

$  94,753,623 

$100,723,385 

$  5,969,762 

6 

$  45,869,344 

$  47,933,893 

$  2,069,549 

4 

8,S44,804 

8,421,895 

422,909* 

5* 

$  54,714,148 

$  56,360,788 

$  1,646,640 

3 

$  40,039,475 

$  44,362,597 

$  4,323,122 

10 

Provision  for  Retirements-  (Depreciation)  

7,918,238 

9,851,673 

1,933,435 

20 

$  32,121,237 

$  34,510,924 

$  2,389,687 

7 

'Increase. 
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RECORD  OF  OPERATIONS 


Gross  operating  revenues  in  1932  were  7%  lower 
than  in  1931.  Operating  expenses  and  maintenance 
were  reduced  by  $2,507,532,  but  this  saving  was 
offset  to  some  extent  by  an  increase  of  $922,970,  or 
13%,  in  taxes.  Operating  income  after  provision 
for  retirements  was  $34,930,026,  or  11%  below 
1931. 

It  Is  significant  that  1932  was  the  first  year  in  a 
decade  in  which  the  sales  of  electric  units  (kwh.) 
were  smaller  than  in  the  previous  year.  This 
loss  is  accounted  for  principally  by  the  continued 
decline  in  use  by  commercial  and  industrial  cus- 
tomers. Moreover,  many  residential  customers 
with   greatly  reduced  incomes  have    found  it 


necessary  to  give  up  their  own  establishments 
and  move  in  with  relatives  or  friends.  In  many 
cases  they  have  retained  their  service  connections 
on  the  premises  they  occupied  formerly,  so  that 
they  will  probably  become  actual  consumers  again 
just  as  soon  as  there  is  any  upturn  in  business. 
However,  these  voluntary  interruptions  and 
involuntary  discontinuances  of  service  by  cus- 
tomers unable  to  pay  their  bills,  represent  actual 
loss  of  revenue  to  the  Associated  System. 

The  record  of  operations  since  1922  may  be  seen 
in  the  following  table,  which  includes  all  properties, 
irrespective  of  the  dates  when  they  were  first  in- 
cluded in  the  Associated  System: 


For  Years  Ended 

Sales 

Number  oj  Customers 

December  31 

Grass  Revenues* 

Nei  Income^ 

Units  (.kwh.) 

Electric 

Gas,  W ater.  Steam 

1922  

$58,339,202 

$22,049,555 

1,146,905,484 

447,497 

371,449 

1923  

65,664,884 

25,853,705 

1,352,654,306 

515,869 

382,262 

1924  

69,794,738 

28,448,349 

1,405,677,796 

595,745 

400,187 

1925  

77,175,669 

33,983,624 

1,583,191,145 

668,809 

416,735 

1926  

85,798,189 

38,516,087 

1,858,826,215 

740,879 

435,998 

1927  

92,550,778 

43,028,164 

1,925,507,892 

795,762 

451,873 

1928  

99,072,146 

47,275,200 

2,092,135,929 

846,461 

464,035 

1929  

108,496,804 

53,037,214 

2,466,441,783 

907,376 

480,047 

1930  

112,147,615 

54,665,372 

2,520,768,793 

950,032 

480,649 

1931  

109,503,185 

52,966,079 

2,720,842,436 

971,375 

466,278 

1932  

100,173,910 

45,360,124 

2,493,578,126 

972,396 

444,773 

•Including  Non-operating  Revenues. 

fBefore  Provision  for  Retirements  and  Federal  Income  Taxes. 
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254,784  REGISTERED  SECURITY  HOLDERS 


Registered  security  holders  numbered  254,784 
at  the  end  of  the  year,  a  gain  of  17,669  or  7.5%. 
Registered  security  holders  are  found  in  every 
state  of  the  United  States  and  29  other  countries 
and  their  dependencies.  Among  the  states.  New 
York  leads  with  93,042  security  holders,  followed 
by  Pennsylvania,  51,784;  Massachusetts,  15,832. 
There  are  7,445  registered  security  holders  in  Hol- 
land, more  than  in  any  other  country  overseas. 

The  number  of  women  security  holders  is  107,- 
149,  or  42%  of  the  total  of  254,784.  There  was  a 
gain  during  the  year  of  1,835  in  investors  falling 
within  the  class  of  trust  institutions,  including 
banks,  trust  companies,  insurance  companies,  in- 
vestment funds,  and  churches.  The  total  of  such 
investors  is  now  9,067. 

About  90%  of  the  holders  of  Class  A  stock  hold 
100  shares  or  less,  indicating  wide  distribution 
among  small  investors.  This  makes  it  necessary 
that  the  Management  be  especially  zealous  in 
looking  after  and  safeguarding  the  interests  of  such 
investors,  who  would  find  it  unprofitable  by  rea- 
son of  their  small  holdings  to  ascertain  the  facts 
themselves.  It  is  for  the  benefit  of  these  holders 


that  the  Management  has  regularly  followed  the 
policy  of  wide  publicity  of  its  affairs  by  letters  to 
all  security  holders,  by  publication  of  the  Asso- 
ciated Magazine,  and  by  sending  to  investors 
other  information  concerning  facts  about  the 
Company  which  affect  their  investments. 


57%  OWN  11  TO  100 


90%  OF 
STOCKHOLDERS 
OWN  100  OR  LESS 
SHARES  EACH 

/ only  io%  \ 

/own  OVER  100 

'  33%  OF  STOCKHOLDERS 
OWN  10  OR  LESS 
SHARES  EACH 


ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 
254,784  REGISTERED  SECURITY  HOLDERS 
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SOURCES  OF  REVENUE 


The  Associated  System  derives  75.6%  of  its 
operating  revenues  from  electricity  and  17%  from 
gas,  or  a  total  of  92.6%  of  its  total  operating  reve- 
nue from  these  two  desirable  types  of  service. 

The  percentage  of  revenue  from  residential  elec- 
tric use  has  grown  from  24.8%  in  1930  to  28.1% 
in  1932.  Percentage  of  revenue  from  use  for  power 
has  decreased  from  28%  in  1930  to  20.7%. 

At  the  close  of  1932,  the  Associated  System 
served  1  in  25  residential  electric  customers  in  the 
United  States  and  Philippine  Islands,  and  1  in  39 
residential  gas  customers  in  the  United  States. 
This  large  amount  of  residential  service  is  partly 
accounted  for  by  the  fact  that  the  Associated  Sys- 
tem operates  in  more  than  4,000  communities,  a 
great  majority  of  which  are  of  small  size.  A  large 
proportion  of  revenues  from  residential  service  is 
of  advantage  at  all  times,  especially  during  years 
of  depressed  business,  because  it  is  the  most  stable 
class  of  utility  revenue. 


SOURCES  OF  REVENUE 


Electricity: 
Residential 

Commercial 
Power 


28.1% 

15.0 
20.7 


Other  JK8 

Total  Electricity  75.6 

Gas  17.0 

Total  Elec.  and  Gas  92.6 

Other  7.4 

Total  100.0% 


26,000  CUSTOMERS  INVEST  $9,415,400 


A  total  of  26,128  customers  of  the  Associated 
System  invested  $9,415,400  in  Associated  securi- 
ties during  1932. 

New  customer-investors  were  14,070,  compared 
to  13,856  in  1931.  This  number  brings  the  total 
number  of  customers  holding  Associated  securities 
to  119,105.  These  customers  have  invested  a  total 
of  $120,370,757.  The  proportion  of  customers 
becoming  investors  In  the  System  is  steadily  in- 
creasing, the  ratio  of  customer-investors  to  cus- 
tomers being  1  to  12,  compared  to  1  to  15  in  1930. 
The  number  of  customer-investors  is  47%  of  the 
total  of  254,784  registered  security  holders. 

The  total  of  customer-investors  has  increased 
from  38,694  in  1928  to  119,105,  showing  how  this 
activity  has  grown  even  during  a  period  of  depres- 
sion. 

These  14,070  new  customer-investors  represent 
approximately  80%  of  the  17,669  added  to  the 
total  of  Associated  security  holders  in  1932.  This 
fact  indicates  the  confidence  which  persons  resid- 
ing in  areas  served  by  the  Associated  System  have 
in  Associated  companies,  and  reflects  satisfactory 
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1912-  47 
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1923  702 

1924—  6,000 

1925 —  38,000 

1926 —  41,000 

1927 —  56,537 

1928 —  66,263 

1929—  190,139 

1930—  213,278 

1931—  237,115 
— 254,784 


1924  25  26  27  28  29  30  31  32 


public  relations.  It  also  indicates  the  loyal  co- 
operation of  Associated  employees,  whose  help  in 
distributing  securities  proved  so  valuable  during 
1932  with  its  difficult  financial  problems. 
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$4,600,000  FOR  CONSTRUCTION 


The  amount  of  new  construction  for  1932  and 
the  two  preceding  years  is  of  interest: 

1930  $32,000,000 

1931   13,000,000 

1932    4,600,000 

Because  of  the  nature  of  the  service  rendered,  it 


is  not  possible  for  public  utilities  to  suspend  all 
new  construction  when  the  financing  of  property 
additions  becomes  difficult.  Extensions  required 
by  public  convenience  and  necessity  cannot  be 
postponed.  However,  capital  expenditures  are  be- 
ing kept  at  the  minimum  required  to  furnish  ade- 
quate service. 


NEW  BUSINESS  DEPARTMENT  ADDS  $5,672,894  REVENUE 


The  New  Business  Department  during  1932  re- 
ported an  estimated  annual  revenue  of  $5,672,894 
from  additional  gas  and  electric  business  resulting 
from  the  sale  of  appliances  and  equipment  by  the 
operating  companies  and  by  dealers.  This  new 
business  offset  in  part  other  losses  caused  by  ex- 
isting economic  conditions.  The  new  revenue  was 
distributed  as  follows: 

Electric  Revenue 
Domestic  Appliance  Sales,  Residential  Light- 


ing, and  New  Customers   $2,079,327 

Power  Sales  and  Industrial  Lighting   1,229,238 

Commercial  and  Street  Lighting   1,308,976 

Total  Electric  Revenue  added   $4,617,541 

Gas  Revenue 

Domestic  Appliance  Sales  and  New  Customers .  $  294,967 

Industrial   468,133 

House  Heating   125,265 

Commercial   168,988 

Total  Gas  Revenue  added   $1,055,353 

Total  Electric  and  Gas  Revenue  added.  .  .  $5,672,894 


181  NEW  INDUSTRIES 

During  the  year,  181  new  industrial  enterprises 
located  in  Associated  communities,  largely  through 
the  efforts  of  community  organization  activities  in 
cooperation  with  the  industrial  departments  of  the 
operating  companies  of  the  System.  These  new 
concerns  provided  employment  for  approximately 
6,000  people,  which  contributed  materially  toward 
relieving  unemployment  in  these  areas. 

Nearly  200  existing  industrial  customers  in  the 
System  expanded  operations  through  additional 
employment  and  production  facilities. 

The  activities  of  the  Industrial  Development 
Division  during  1932  included  considerable  effort 
and  research  in  connection  with  the  retention  and 
continuance  of  operations  of  industrial  customers 
now  served. 


ELECTRIC  POWER  AND  HEATING 

In  the  face  of  severe  competition  for  existing  in- 
dustrial power  business,  the  use  of  electric  power 
and  heating  service  was  extended  to  new  and  ex- 
isting customers  to  the  amount  of  more  than 
$1,000,000  a  year.  This  new  business  helped  ma- 
terially to  compensate  for  the  reduction  in  in- 
dustrial power  revenues  brought  about  through 
the  general  curtailment  in  manufacturing  activity. 
As  a  result  of  the  efforts  of  the  Industrial  Electric 
Power  and  Heating  Divisions  to  inform  industrial 
customers  of  the  engineering  and  economic  ad- 
vantages of  purchased  power  and  the  business  haz- 
ards of  capital  investments  in  private  power 
plants,  but  few  power  customers  were  lost  during 
the  year. 

Continued  progress  was  made  during  1932  in 
securing  power,  lighting,  and  cooking  loads  among 
State  and  Federal  institutions.  Particularly  grati- 
fying has  been  the  progress  made  in  inducing  these 
institutions  to  adopt  either  gas  or  electricity  for 
cooking  in  place  of  other  fuels. 

Industries  today  are  more  than  ever  interested 
in  improving  the  quality  of  their  products.  Auto- 
matically controlled  heat  supplied  for  process  work 
in  small  quantities  and  at  required  temperatures 
is  possible  through  the  use  of  small  electric  heating 
units  and  devices.  The  total  Industrial  market  for 
these  units  in  the  Associated  System  is  conserva- 
tively estimated  at  more  than  100,000  kilowatts. 
The  results  on  this  activity  during  1932  have  been 
gratifying,  and  it  is  expected  that  this  market 
will  be  more  intensively  cultivated  in  1933. 

AIR  CONDITIONING 

By  means  of  exhibits  and  promotional  work 
among  architects  and  building  contractors,  an 
effort  was  started  to  create  interest  in  this  new 
method  of  controlling  indoor  air  conditions.  Sales 
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activities  were  devoted  almost  entirely  to  promot- 
ing among  commercial  customers  the  use  of  air 
conditioning  equipment  as  a  source  of  increased 
profits. 

COMMERCIAL  AND  STREET  LIGHTING 

The  new  commercial  and  street  lighting  business 
added  in  1932  closely  approached  that  obtained  in 

1931.  Efforts  to  induce  commercial  customers  to 
modernize  their  establishments  resulted  in  many 
new  and  rehabilitated  lighting  installations  as  well 
as  the  sale  of  many  gas  and  electric  appliances. 
The  tendency  of  commercial  customers  to  curtail 
the  use  of  lighting  was  overcome  in  many  instances 
through  visual  demonstrations  of  the  benefits  de- 
rived from  proper  lighting. 

The  pressure  to  reduce  municipal  budgets  was 
reflected  in  an  increasing  number  of  requests  dur- 
ing the  year  by  municipalities  to  reduce  their  ex- 
penditures for  street  lighting.  Efforts  of  the  New 
Business  Department  to  sell  the  economic  value 
of  street  lighting  for  safety  and  protection,  com- 
bined with  a  willingness  to  meet  the  pressure  on 
the  municipal  authorities  for  reductions  in  their 
budgets,  resulted  in  many  new  contracts  of  the 
type  designed  to  encourage  the  use  of  additional 
street  lighting  service.  Not  only  were  the  efforts  to 
retain  existing  revenues  largely  successful,  but 
approximately  $75,000  of  additional  street  light- 
ing business  was  secured. 

PROMOTION  OF  GAS  BUSINESS 

Through  vigorous  promotional  activities  and 
more  intensive  servicing  of  customers'  appliances, 
but  little  gas  business  was  lost  to  competitive  fuels. 
In  some  instances,  rate  structures  have  been  re- 
vised to  meet  this  situation  more  effectively. 

Through  active  measures  to  increase  the  use  of 
gas  by  commercial  customers,  it  was  possible  to 
obtain  during  1932  additional  commercial  loads. 

During  the  year  there  was  a  net  gain  of  805  gas 
house  heating  customers.  While  much  of  this 
gain  was  due  to  the  introduction  of  natural  gas 
on  several  of  the  properties,  the  manufactured  gas 
properties  also  showed  substantial  gains. 

New  industrial  gas  business  estimated  to  bring 
in  an  annual  revenue  of  $468,000  was  obtained  in 

1932,  a  material  increase  over  the  results  of  1931. 
This  new  business  helped  to  offset  losses.  Here 


again,  natural  gas  constituted  a  large  part  of  the 
new  business,  although  practically  all  of  the  groups 
of  the  System  showed  increases  in  industrial  new 
business  secured  in  1932  over  the  amount  secured 
in  1931. 

STEAM  AND  ICE  SALES 

Increases  in  steam  heating  business  seem  to  de- 
pend largely  upon  new  building  construction,  since 
the  saving  in  investment,  which  the  purchase  of 
steam  from  an  outside  source  makes  possible,  is 
often  the  determining  factor  in  securing  this  busi- 
ness. In  spite  of  the  lack  of  new  building  construc- 
tion, a  considerable  amount  of  new  steam  business 
has  been  obtained  which  has  helped  to  counter- 
balance the  loss  due  to  general  business  conditions. 

The  marked  reduction  in  car-icing  requirements 
adversely  affected  the  sales  of  ice  during  the  year. 
To  meet  this  condition,  intensive  training  schools 
were  conducted  for  the  ice  salesmen  and  delivery 
men.  Encouraging  results  followed  this  activity. 

DOMESTIC  SERVICE 

Continued  promotional  efforts  resulted  in  new 
business  from  domestic  gas  and  electric  customers 
of  approximately  $2,300,000  a  year,  including  the 
new  revenues  reported  as  the  result  of  the  sale  of 
appliances  and  equipment  by  other  dealer  outlets. 
Here  again,  this  new  business  partly  offset  losses 
elsewhere.  The  gain  in  domestic  load  was  particu- 
larly important,  inasmuch  as  it  was  obtained  al- 
most entirely  on  existing  lines  and  mains,  thus 
requiring  little  new  capital  to  serve  it. 

In  addition  to  promoting  the  sale  of  load-build- 
ing appliances  such  as  electric  and  gas  refrigera- 
tors, ranges,  automatic  water  heaters,  and  gas 
house  heating  equipment,  the  Domestic  Division 
has  devoted  part  of  its  efforts  to  the  promotion  of 
home  lighting  programs  in  an  effort  to  retain  and 
build  up  the  domestic  electric  load.  Many  success- 
ful appliance  campaigns  have  been  conducted  in 
cooperation  with  the  appliance  dealers. 

During  the  year,  19,027  domestic  electric  and 
2,355  domestic  gas  customers  were  obtained  main- 
ly through  the  wiring  and  piping  of  old  and  new 
houses  on  existing  lines  and  mains,  although  there 
was  a  net  loss  for  the  year  in  residential  customers. 
These  new  customers  assisted  materially  in  coun- 
teracting the  loss  in  revenue  through  discontinu- 
ances of  service. 
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DEALER  COOPERATION 

During  the  year,  the  Associated  System  con- 
tinued its  policy  of  cooperating  with  appliance 
dealers  in  the  sale  of  gas  and  electric  devices.  Sur- 
veys made  on  several  of  the  operating  properties 
indicated  that  dealer  sales  represented  approxi- 
mately 90%  of  the  total  volume  of  electric  appli- 
ance sales  in  those  areas. 

EMPLOYEE  BUSINESS  BUILDING  PLAN  PRODUCES 
$812,621  OF  NEW  REVENUE 

The  Employee  Business  Building  Plan  is  one  of 
the  Associated  System's  solutions  to  the  problem 
of  counteracting  declines  in  its  earnings  and  main- 
taining the  quality  of  its  service  during  these  diffi- 
cult times. 

During  12  months  from  August  1932  through 
July  1933,  while  the  Employee  Business  Building 
Plan  has  been  in  operation,  cooperating  employees 
have  found  144,859  customers  who  were  prospects 
for  increased  use  of  services.  These  customers, 
through  the  System  and  through  dealers,  have 
bought  $2,808,932  of  electric  and  gas  appliances. 
It  is  estimated  that  the  annual  revenue  to  the 
System  from  the  use  of  these  appliances  will  be 
$812,621. 

Participation  by  employees  in  the  Business 
Building  Plan  is  voluntary,  because  work  is  done 
during  their  free  time.  The  following  benefits 
accrue  from  the  operation  of  the  Plan: 

Customers  are  helped  to  overcome  costly,  in- 
efficient, and  obsolete  methods  of  cooking,  water 


heating,  refrigeration,  and  lighting.  They  are  also 
assured  of  better  service  because  of  the  special  in- 
terest taken  in  them  by  the  employees  who  call 
on  them. 

The  Company  receives  additional  revenues  from 
the  sale  of  electricity  and  gas  used  by  new  appli- 
ances bought  by  customers.  The  friendly  employee 
contacts  help  greatly  to  keep  customers  apprecia- 
tive of  the  value  of  gas  and  electric  service.  The 
Plan  results  in  more  efficient  employees  who  have 
an  improved  knowledge  of  the  company's  business. 
This  contributes  to  better  public  relations. 

Local  appliance  dealers  profit  from  sales  of  ap- 
pliances to  prospects  whose  names  were  secured 
by  Associated  employees  and  turned  over  to  them. 
The  Plan  also  helps  create  a  market  for  future 
sales  by  dealers. 

The  employees  benefit  by  receiving  thorough 
training  in  the  utility  business,  and  are  thus  able 
to  understand  better  the  importance  of  their  own 
jobs.  Each  employee's  individual  efforts  contribute 
toward  making  more  permanent  the  jobs  of  all  the 
employees.  Moreover,  this  employee  prospecting 
plan  offers  a  means  of  developing  latent  talents 
which  might  never  find  expression  in  the  em- 
ployees' particular  jobs. 

Alertness  and  cooperation  displayed  by  em- 
ployees in  the  Business  Building  Plan  have  proved 
valuable  to  the  Associated  System  in  promoting 
its  business  during  uncertain  times  and  in  giving 
maximum  service  to  its  customers. 


RATES  CONTINUE  DECLINE 


During  the  year  rates  continued  to  decline,  par- 
ticularly rates  for  residential  electric  service.  This 
was  due  to  some  extent  to  rate  revisions  made,  but 
to  a  large  extent  to  the  fact  that  customers  con- 
tinued to  take  advantage  of  the  inducement  rates 
which  become  progressively  lower  as  customers  in- 
crease the  use  of  their  service. 

During  the  year,  the  average  residential  elec- 
tric rate  declined  3.9%,  while  the  average  annual 
use  per  residential  customer  increased  4.1%.  Since 
1928,  the  average  rate  paid  by  residential  cus- 
tomers has  been  reduced  15%,  while  the  average 
use  per  customer  has  increased  approximately 
29%.  The  inducement  forms  of  rates  which  were 


introduced  in  the  Associated  properties  have  made 
it  possible  for  the  companies  to  pursue  active  pro- 
motional  work,  with  a  resulting  increased  use  per 
customer. 

Many  have  asked  recently  why  the  rates  charged 
for  electric  service  should  not  be  radically  reduced 
in  view  of  the  decline  in  commodity  prices  such  as 
food,  clothing,  and  other  similar  items  which  are 
daily  expenditures  in  the  cost  of  living.  The  rela- 
tion between  commodity  prices  and  the  prices 
which  utilities  charge  for  their  electric  and  gas 
services  is  an  indirect  relationship.  This  is  borne 
out  by  the  fact  that  despite  the  decline  in  com- 
modity prices  which  has  taken  place  in  recent 
times,  these  prices  are  still   higher   than  they 
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were  in  1913,  while  domestic  electric  rates  are 
36%  lower. 

The  volume  of  business  done  by  a  utility  is  an 
important  factor,  and  during  these  times  the  vol- 
ume has  been  decreasing.  Also  a  large  proportion 
of  the  total  utility  expense  in  rendering  electric 
and  gas  service  is  covered  by  items  of  fixed  charges; 
that  is,  the  interest  on  the  money  invested  in  facili- 
ties necessary  in  rendering  service.  The  investment 
necessary  to  render  service  to  customers  is  sub- 
stantial, and  the  interest  on  the  money  borrowed 


constitutes  the  largest  single  item  of  expense 
which  a  utility  has.  These  expenses  goon  whether 
ordinary  commodity  prices  fluctuate  up  or  down. 
Electricity  as  it  is  offered  to  the  ordinary  house- 
hold is  largely  a  service  rather  than  a  commodity. 

Taxes  constitute  another  large  and  important 
item  in  the  expense  incurred  by  a  utility  in  doing 
business,  and  these  have  not  been  decreased.  The 
Associated  System  in  1932  paid  or  accrued  $8,289,- 
502  for  taxes  alone,  which  was  13%  more  than  in 
the  previous  year. 


ASSOCIATED  PROPERTIES  JOIN  UNDER  NRA 


All  properties  of  the  Associated  System  have 
pledged  their  support  to  President  Roosevelt  and 
the  national  recovery  administration  by  conform- 
ing to  the  codes  for  the  electric  light  and  power 
and  gas  industries  in  accordance  with  General 
Johnson's  program  under  the  NRA. 


Although  many  other  industries  find  an  offset 
to  their  increased  costs  under  NRA  in  increased 
prices  for  the  commodities  they  sell,  unfortunately 
there  is  little  prospect  that  the  utility  companies 
can  look  for  increases  in  electric  and  gas  rates  at 
this  time. 


UTILITIES  EMPLOYEES  SECURITIES  COMPANY 
COMPLETES  SUCCESSFUL  FIRST  YEAR 


A  successful  first  year  has  been  completed  by 
Utilities  Employees  Securities  Company.  As 
of  August  31,  1933,  the  Company  had  invested 
$3,146,409.84  in  Associated  securities  representing 
a  principal  amount  of  $6,192,610.  There  was  a 
surplus  balance  of  $95,230.86  on  that  date,  and 
the  reserve  for  guaranty  fund  had  a  balance 
of  $313,346.89. 

The  Welfare  Plan,  as  the  plan  of  saving  and 
investing  is  called,  carries  substantial  benefits  to 
Associated  employees.  Instituted  in  the  fall  of 
1931,  the  Plan's  essential  points  are  as  follows: 

Ten  per  cent  of  the  employee's  pay  is  in- 
vested in  Income  Bonds  due  1981  of  Utilities 
Employees  Securities  Company. 

For  every  dollar  invested  by  an  employee, 
333^  cents  is  paid  to  a  guaranty  fund.  These 
payments  increase  the  safety  of  the  Income 
Bonds  as  an  investment. 

All  money  received  from  these  two  sources  is 
invested  in  bonds  and  debentures  of  the  As- 
sociated Gas  and  Electric  System  and  of  such 
other  public  utility  companies  or  related  en- 
terprises as  may  seem  to  be  desirable  invest- 
ments. 


So  long  as  the  purchaser  of  Income  Bonds  re- 
mains in  the  employ  of  companies  in  the  As- 
sociated System,  he  receives  interest  of  6% 
on  the  face  amount  of  his  bonds,  and  an  ad- 
ditional 2%,  making  a  total  of  8%  annually. 
The  net  income,  or  difference  between  the  8% 
paid  employees  and  the  amount  received  by  the 
Company  on  its  investments,    is   being  trans- 
ferred  to  surplus  or  reserve  for  guaranty  fund 
(after  providing  for  necessary  expenses  of  running 
the  Company).    It  is  being  retained  to  insure 
payment  of  the  additional  2%  interest  to  em- 
ployees, and  to  increase  the  equity  behind  the 
Income  Bonds. 

Benefits  to  employees  of  such  a  system  of  sav- 
ings and  investment,  among  others,  are  three: 

1.  Liberal  Yield  on  Investment.  Yield  of  8%  on 
Income  Bonds  is  more  than  twice  the  usual  in- 
terest paid  by  savings  banks. 

2.  Periodic  Saving.  The  plan  of  investment  is 
essentially  one  of  periodic  saving.  Commitment  of 
the  employee  to  invest  at  least  10%  of  his  salary 
makes  the  saving  a  systematic  one. 

3.  Employee 's  Interest  in  His  Company.  As  a  re- 
sult of  buying  Associated  securities  at  depreciated 
prices,  the  Welfare  Plan  enables  employees  to 
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accumulate  a  large  interest  in  the  Associated  Sys- 
tem. Because  of  this  larger  interest,  which  mere 
employment  does  not  give  them,  they  are  in- 
evitably better  employees. 

Funds  of  Utilities  Employees  Securities  Com- 
pany are  kept  separate  from  any  Associated  funds; 
they  can  be  used  only  for  investment  as  described, 
and  cannot  be  used  for  operating,  financial,  or  any 
other  purposes  of  the  Associated  System. 

Utilities  Employees  Securities  Company  has 
deposited  all  of  its  holdings  in  Associated  Gas 
and  Electric  Company  debentures  under  Option 
1  of  the  latter  company's  Plan  of  Rearrangement 
of  Debt  Capitalization,  receiving  in  exchange 
fixed  interest  debentures  of  the  Associated  Gas 
and  Electric  Corporation  of  one  half  the  principal 
amount  of  debentures  deposited,  thus  securing 


a  more  favorable  position  in  a  situation  in  which 
earnings  are  amply  covering  interest  requirements. 

Plans  are  being  developed  to  give  employees  a 
more  direct  interest  in  the  conduct  of  affairs  of  the 
Utilities  Employees  Securities  Company  by  hav- 
ing them  elect  five  employee  representatives  to 
the  board  of  directors. 

In  order  to  make  this  plan  effective,  it  has  been 
taken  up  with  the  voting  trustees  in  whose  name 
the  stock  of  Utilities  Employees  Securities  Com- 
pany is  lodged.  A  voting  trust  for  the  stock  of 
Utilities  Employees  Securities  Company  was  in- 
stituted for  the  purpose  of  securing  the  perman- 
ency of  the  present  management.  The  voting  trust 
is  a  legal  method  of  insuring  permanency  of  man- 
agement regardless  of  any  change  in  stock  control, 
and  the  majority  of  the  trustees  are  members  of 
the  board  of  directors  as  at  present  constituted. 


13,000  ASSOCIATED  EMPLOYEES  PROTECTED  BY  INSURANCE 


The  Associated  Employees  Insurance  Plan  went 
into  effect  in  final  form  in  June  1932,  after  having 
been  operated  on  a  preliminary  basis  since  August 
1930.  Under  this  plan  13,000  employees  are  in- 
sured for  a  total  of  $51,800,000.  Since  the  plan  first 
went  into  effect,  $998,000  in  death  and  disability 
claims  has  been  paid.  Much  the  greater  portion  of 
the  payments  represents  assistance  which  the 
families  of  deceased  or  disabled  employees  would 
otherwise  have  lacked  entirely.  Such  a  lack  of  in- 
surance would  have  been  an  especial  hardship  to 
these  families  during  present  times;  it  would  prob- 
ably have  made  it  necessary  for  fellow  workers  of 
the  deceased  or  permanently  disabled  employee  to 
assist  the  Iatter's  family  by  contributions,  al- 
though these  other  employees  may  also  be  suffer- 
ing from  the  effects  of  the  depression. 

The  Employees  Insurance  plan  was  completed 
after  four  years  of  organization  work.  It  has  two 
salient  features: 

1 .  Ordinary  Life  Insurance.  The  individual, 
ordinary  life  policy  is  the  backbone  of  the  Asso- 
ciated plan.  Each  employee,  accordingly,  receives 
an  individual,  permanent,  ordinary  life  insurance 
policy  equal  approximately  to  his  annual  earn- 
ings. No  matter  whether  an  employee  remains 
with  the  Associated  System  or  not,  his  ordinary 
life  insurance  policy  continues  in  force  so  long  as 


the  premium  is  paid.  Moreover,  if  he  leaves  the 
employ  of  the  System,  and  pays  the  premium  for 
a  year,  he  has  the  right  to  a  cash  surrender  value, 
a  loan  value,  or  to  paid-up  or  extended  insurance. 
There  is  $24,610,000  of  this  ordinary  life  insurance 
in  force.  This  is  said  to  constitute  the  largest 
wholesale  underwriting  of  ordinary  Ufe  insurance 
ever  accomplished  in  a  single  attempt. 

Part  of  the  cost  is  borne  by  the  employing 
companies.  Cost  of  meeting  the  premiums  is 
made  less  burdensome  to  employees  by  regular 
deductions  from  their  wages.  The  Associated  plan 
is  different  from  the  ordinary  salary  savings  in- 
surance plan,  however,  in  that  employees  up  to 
55  years  of  age  receive  this  protection  without 
submitting  to  any  form  of  physical  examination 
except  in  one  or  two  states  which  require  it. 

2.  Group  Insurance.  Under  the  Associated  Plan, 
the  employee  also  receives  a  certificate  of  partici- 
pation in  a  group  policy  for  approximately  the 
same  amount  for  which  he  is  insured  with  ordi- 
nary life  insurance.  Thus,  an  employee  is  insured 
for  a  sum  equal  to  approximately  twice  his  annual 
pay.  Since  group  insurance  coverage  is  for  the 
group,  it  stops  automatically  for  any  individual 
who  ceases  to  be  an  employee.  However,  without 
examination,  he  can  convert  this  group  insurance 
into  ordinary  Ufe  insurance  by  paying  the  regular 
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premium  for  his  age  at  the  time  he  ceases  to  be 
employed. 

Subscription  to  this  Plan  was  voluntary.  Its  suc- 
cess depended  upon  participation  by  a  large  per- 
centage of  employees.  Insurance  representatives 
doubted  that  75%  would  participate.  More  than 
90%  subscribed.  The  plan  is  underwritten  by  four 
of  the  largest  and  strongest  life  insurance  com- 
panies in  the  world. 

To  administer  the  plan,  the  Employees  Welfare 
Association,  Inc.,  was  formed.  The  Association 
acts  as  a  clearing  house  for  matters  of  service  to 


insured  employees,  including  payment  of  group 
death  and  disability  claims,  changes  in  beneficiar- 
ies, and  form  of  settlement,  protection  against  un- 
warranted loss  and  cancellation  of  insurance,  and 
numerous  other  matters. 

The  cost  of  this  plan  to  the  Associated  System 
has  already  been  paid  many  times  over  in  the  im- 
proved employee  relations  and  better  employee 
morale.  It  adds  to  an  employee's  efficiency  and 
sense  of  security  to  realize  that  in  event  of  death 
or  disability,  his  insurance  will  provide  for  his 
family. 


REDUCTION  OF  MINORITY  INTEREST 


The  operating  companies  of  the  Associated 
System  are  controlled  in  nearly  every  instance  by 
100%  ownership  of  common  stock.  The  relatively 
small  amount  of  common  stocks  of  subsidiaries  of 
Associated  Gas  and  Electric  Company  held  by  the 
public  at  December  31,  1932,  shown  on  page  44 
of  this  report,  has  been  reduced  considerably  since 
hat  date. 


Of  the  common  shares  shown  as  outstanding 
on  page  44,  practically  all  of  them  have  been  ac- 
quired or  otherwise  retired  except  the  stock  of  Roch- 
ester Central  Power  Corporation,  which  represents 
only  a  negligible  amount  of  the  total  common  stock 
of  that  company  and  the  stocks  of  American  Utili- 
ties Company  and  Southern  Ice  and  Utilities 
Company,  which  are  in  process  of  reorganization. 


$8,289,502  TAXES 


Taxes  paid  or  accrued  by  the  Associated  System 
in  1932  amounted  to  $8,289,502,  an  increase  oj 
13%  over  the  $7,366,532  for  1931.  At  the  same 
time  the  System's  gross  operating  revenues  de- 
creased 7%. 

The  increasing  disproportion  between  taxes  and 
incomes  is  everywhere  apparent.  Since  1929,  the 
average  man's  taxes  in  relation  to  his  income  have 
more  than  doubled.  The  annual  cost  of  running 
Federal,  state,  and  local  governments  is  now  about 
14  billion  dollars.  The  estimated  national  income 
is  only  about  40  billion  dollars. 

This  tendency  for  taxes  to  increase  faster  than 
incomes  has  been  apparent  in  the  electric  light  and 
power  industry,  where  taxes  have  increased  twice 
as  fast  as  revenues  during  the  past  two  decades. 
Taxes  on  electric  light  and  power  companies  in 
1932  took  11.8%  of  gross  operating  revenues. 

The  increasing  weight  of  taxation  holds  the  fol- 
lowing dangers  for  utility  investors,  customers, 
and  employees. 

1.  Investments  Impaired.  Increased  taxes  gener- 
ally fall  first  on  the  investor,  because  they  have  to 


be  paid  by  utility  companies  directly  out  of  earn- 
ings. This  has  lowered  the  credit  standing  of  the 
utilities.  Fear  of  increased  taxes  has  contributed 
to  the  tremendous  decline  in  the  market  value  of 
interest-bearing  utility  securities. 

2.  Empbyment  Reduced.  Excessive  taxes  reduce 
employment.  Industry  is  a  producer  of  jobs.  When 
industry  is  overburdened  with  taxes,  earnings  are 
reduced,  pay  envelopes  are  reduced,  employment 
is  reduced. 

3.  Rates  Increased.  Excessively  high  taxes  also 
absorb  savings  and  economies  which  could  have 
been  passed  along  to  customers  in  lower  rates.  The 
electric  utilities  of  the  country  have  had  a  remark- 
able record  in  offering  their  services  at  constantly 
lower  prices.  Since  1913,  the  average  residential 
electric  rate  in  the  country  has  declined  36%; 
whereas  the  cost  of  living  shows  a  net  increase  of 
32%,  and  the  cost  of  government  has  increased 
about  380%.  This  record  of  constantly  declining 
rates  cannot  be  continued  if  taxes  continue  to  in- 
crease. 

If  the  $8,289,502  tax  on  the  Associated  System 
could  have  been  passed  along  to  customers  in- 
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stead  of  to  governing  bodies,  it  would  have  been 
sufficient  to  supply  free  electric  service  for  a  year 
to  nearly  a  quarter  million  residential  customers. 

Of  course,  the  Associated  System  and  other 
utilities  expect  to  pay  their  share  of  necessary 
governmental  expenditures.  Such  a  present  ex- 


penditure, although  an  unusual  one,  is  unemploy- 
ment relief.  But  other  government  expenses  are  so 
heavy  that  it  is  becoming  impossible  for  business 
to  bear  them  longer.  It  is  vital  that  all  govern- 
mental activities  which  are  not  absolutely  neces- 
sary be  eliminated. 


ELECTRIC  LIGHT  AND  POWER  COMPANIES 


Yeas- 

Operating 
Revenues 

Taxes 

Taxes  Are  % 
oj  Revenues 

Average  Rate 
Residential 
Electricity 

1912  

$  250,000,000 

$  13,100,000 

5.2% 

8.9  cents 

1917  

435,000,000 

29,900,000 

6.9 

7.5 

1922  

871,000,000 

73,100.000 

8.4 

7.4 

1926  

1,517,000,000 

140,400,000 

9.3 

7.0 

1927  

1,666,000,000 

167,000,000 

9.4 

6.8 

1928  

1,797,000,000 

178,000,000 

9.9 

6.6 

1929  

1,932,000,000 

187,500,000 

9.7 

6.3 

1930  

2,009,000,000 

203,500,000 

10.1 

6.0 

1931  

1,994,000,000 

210,000,000 

10.5 

5.8 

1932  

1,835,000,000 

217,000,000 

11.8 

5.6 

AUDITING 


The  practice  of  the  Associated  Gas  and  Electric 
Company  and  its  subsidiaries  with  respect  to  regu- 
lar examinations  by  independent  auditors  of  es- 
tablished reputation  has  been  for  some  time  a 
matter  of  public  record.  The  accounts  of  the 
parent  company  have  been  examined  annually  by 
Messrs.  Haskins  &  Sells  since  1910. 

Since  1930,  all  operating  companies  in  the 
Associated  Gas  and  Electric  System  have  also  been 
examined  by  independent  certified  public  account- 
ants, the  management  feeling  that  in  times  of 


economic  stress  its  security  holders  would  feel 
better  satisfied  to  have  independent  check  on  the 
accuracy  of  the  accounts. 

Accordingly,  the  accounts  of  the  Company  and 
those  of  the  constituent  companies  for  the  year 
ended  December  31,  1932,  were  examined  by 
Messrs.  Haskins  &  Sells,  Certified  Public  Account- 
ants, except  the  Manila  companies  which  were 
examined  by  other  certified  public  accountants. 

A  copy  of  the  report  of  Messrs.  Haskins  &  Sells 
will  be  found  on  pages  24  to  35. 


FEDERAL  TRADE  COMMISSION  INVESTIGATION 


Affairs  of  the  Associated  Gas  and  Electric  Com- 
pany were  investigated  during  the  year  by  the 
Federal  Trade  Commission  in  Washington.  This 
investigation  is  one  of  a  series  of  hearings  which 
covers  the  entire  public  utility  industry.  It  was 
ordered  in  1928  by  the  United  States  Senate  for 
the  purpose  of  securing  material  on  which  to  base 
legislation. 

Newspaper  accounts  of  the  investigation  were 
often  unfavorable  to  the  public  utility  companies, 


but  the  record  of  the  hearings  also  contains  many 
favorable  comments. 

Appreciation  of  the  cooperation  given  by  the 
Associated  Gas  and  Electric  Company  in  the  hear- 
ing was  expressed  by  Robert  E.  Healy,  the  Com- 
mission's chief  counsel,  and  Commissioner  Edgar 
A.  McCulloch.  Their  statements,  which  are  found 
on  page  24,466  of  the  transcript  of  evidence,  read: 

Mr.  Healy:  "I  think  it  appropriate  for  me  to  say 
at  this  time,  at  least,  I  desire  to  say  on  behalf  of 
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myself  and  Dr.  Walker,  the  chief  economist,  and 
also  on  behalf  of  the  Commission,  that  we  appre- 
ciate the  cooperation  which  we  have  had  from  the 
Associated  Gas  and  Electric  Company  in  our  work 
and  in  Mr.  Nodder's  work  of  preparing  and  pre- 
senting this  report  for  the  record. 

"I  am  moved  to  say  that  the  Company  has  not 
refused  us  any  information  which  the  representa- 
tives of  the  Commission  deemed  material  and 
pertinent  under  the  resolution  and  statute  that  we 
work  under." 

Commissioner  McCulloch:  "It  is  very  appro- 
priate that  that  acknowledgment  should  be  made 
on  the  record." 

The  report  on  the  Pennsylvania  Electric  Com- 
pany group  of  properties  of  the  Associated  Gas  and 
Electric  System  by  Judson  C.  Dickerman,  engin- 
eer examiner  of  the  Federal  Trade  Commission, 
contained   many  complimentary  remarks. 

With  reference  to  the  activity  of  The  Utility 
Management  Corporation,  the  examiner's  state- 
ment was: 

"This  examiner  wishes  to  bear  witness  that  his 
observances  of  the  staffs,  properties  and  opera- 
tions under  the  direction  of  The  Utility  Manage- 
ment Corporation  led  to  the  opinion  that  pains- 


taking skill  was  continuously  exerted  to  keep  the 
property  in  good  operating  condition  and  to  op- 
erate at  the  lowest  possible  expense,  yet  keep  the 
employees  apparently  cheerful  and  cooperative 
in  their  work  and  maintain  a  quality  of  service 
which  would  encourage  increased  use  thereof." 

Speaking  of  the  engineering  organization  of  W. 
S.  Barstow  &  Company  the  examiner  stated, 
"After  observing  many  specimens  of  the  structures 
built  and  equipments  installed  under  the  direction 
of  this  organization,  coupled  with  the  evidences  of 
cost  both  of  construction  and  operation  and  hav- 
ing met  several  of  the  responsible  engineers  of  the 
Company,  the  examiner  believes  that  an  alert, 
efficient,  and  economical  technical  group  is  here 
functioning." 

In  regard  to  the  purchasing  organization  he 
stated,  "The  mere  fact  that  this  organization  buys 
for  what  had  been  some  twenty-six  independent 
groups  of  buyers  with  various  preferences  and  all 
formerly  requiring  individual  sales  attention  by 
the  manufacturers  has  resulted  in  decreased  costs 
with  resulting  lower  price,  quantity  discounts,  etc." 

He  also  stated,  "The  examiner  considers  that 
direct  operations  are  conducted  economically 
and  with  the  intent  of  providing  a  good  and  re- 
liable service". 


Associated  Gas  and  Electric  Company 

ond  Subsidiary  Companies 
COMMENTS  ON  COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 


Fixed  Capital — The  reduction  of  approximately 
$63,000,000  during  the  year  was  due  principally 
to  the  fact  that  intangibles  were  written  down  in 
consolidation,  in  recognition  of  the  continuing 
decline  in  price  levels.  New  construction  was  kept 
at  the  lowest  point  consistent  with  good  service. 

Capital  Stock  and  Surplus  of  Associated  Gas 
and  Electric  Company  —  The  decline  of  approxi- 
mately $82,000,000  was  caused  chiefly  by  the 
write-down  of  intangibles  in  consolidation  men- 
tioned above  and  the  increase  of  $18,000,000  in 
the  Reserve  for  Contingencies. 

Stocks,  and  Applicable  Surplus,  the  Majority  of 
which  are  of  equal  rank  with  Stocks  of  Associated 
Gas  and  Electric  Company — Holders  of  preferred 
stocks  of  General  Gas  &  Electric  Corporation  and 


Eastern  Utilities  Investing  Corporation  were  given 
the  opportunity  of  exchanging  their  holdings  for 
Convertible  Obligations  of  Associated  Gas  and 
Electric  Company.  The  offers  were  accepted  by 
a  large  number  of  holders.  These  exchanges, 
together  with  reductions  in  surplus  applicable 
to  Class  A  and  Class  B  common  stocks  of  Gen- 
eral Gas  &  Electric  Corporation  were  largely 
responsible  for  the  reduction  of  approximately 
$26,000,000  in  this  item. 

Stocks  of  Subsidiary  Companies  —  Substantial 
reductions  were  made  in  the  amount  held  by  the 
public,  largely  as  a  result  of  exchange  offers.  Only 
a  negligible  amount  of  common  stocks  of  subsidiary 
companies  remained  outstanding  at  Dec.  31,  1932, 
and  this  has  been  further  reduced  since  that  date. 
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Obligations  Convertible  into  Stock  at  Company's 
Option  and  Obligations  of  Equivalent  Rank — 

The  Obligations  of  Associated  Gas  and  Elec- 
tric Company  convertible  into  stock  at  Com- 
pany's option  were  called  for  conversion  during 
1932.  Holde.s  were  permitted  to  take  new  Con- 
vertible Obligations,  Series  A  and  B  Instead  of  the 
preferred  stock  which  they  were  entitled  to  receive 
in  accordance  with  the  terms  of  conversion.  Prac- 
tically all  holders  chose  the  new  convertible  obliga- 
tions. The  net  increase  in  Obligations  of  Associated 
Gas  and  Electric  Company  Convertible  into  Stock 
at  Company's  Option  was  due  largely  to  the  ex- 
change for  preferred  stocks  of  General  Gas  & 
Electric  Corporation  and  Eastern  Utilities  Invest- 
ing Corporation  and  to  conversions  of  Interest 
Bearing  Allotment  Certificates  of  Associated  Gas 
and  Electric  Company.  Smaller  amounts  were 
issued  on  various  other  exchanges.  Obligations  of 
Equivalent  Rank  with  Obligations  Convertible 
into  Stock  at  Company's  Option  showed  a  decrease 
of  about  $18,500,000  due  to  reclassification  of 
Serial  Notes  of  General  Gas  &  Electric  Corpora- 
tion into  Funded  Debt  of  Group  Companies,  the 
calling  for  retirement  of  Bingham  ton  Light,  Heat 
&  Power  Co.  preferred  stocks  and  a  reduction  of 
$10,196,000  in  Eastern  Utilities  Investing  Cor- 
poration 5%  Debentures,  due  1954,  principally 
as  a  result  of  exchanges  for  4J^%  Debentures  of 
Associated  Gas  and  Electric  Company,  due  1958. 

Funded  Debt  of  Associated  Gas  and  Electric 
Company — The  $8.00  and  $1.60  Interest  Bearing 
Allotment  Certificates  were  called  for  conversion. 
Many  holders  chose  to  convert  into  5%  Deben- 
tures, due  1965  and  1968.  The  increase  of  over 
$11,000,000  AY2%  Debentures,  due  1958,  was  due 
largely  to  exchanges  for  Eastern  Utilities  Invest- 
ing Corporation  5%  Debentures,  due  1954. 

Funded  Debt   of  Group   Companies,  Etc. — 

There  was  an  increase  of  $10,800,000  in  this  item, 
due  in  part  to  a  change  in  classification  of  General 
Gas  &  Electric  Corporation  Serial  Notes,  formerly 
carried  as  Obligations  of  Equivalent  Rank  with 


Obligations  Convertible  into  Stock  at  Company's 
Option  of  Associated  Gas  and  Electric  Company. 
A  part  of  the  increase  was  also  due  to  the  sale  of 
8%  Eight  Year  Gold  Bonds  of  Associated  Gas 
and  Electric  Corporation,  of  which  $7,413,820 
were  outstanding  December  31,  1932.  The  pro- 
ceeds from  the  sale  of  these  bonds  were  used 
to  retire  purchase  money  obligations  and  notes 
payable,  which  were  substantially  reduced  during 
the  year.  The  Serial  Notes  of  General  Gas  & 
Electric  Corporation  maturing  after  1932,  and  6% 
Bonds,  due  1942,  of  W.  S.  Barstow  &  Company 
were  reduced  by  exchanges  for  Associated  Electric 
Company  5%  Bonds,  due  1961.  A  large  part  of  the 
General  Gas  &  Electric  Corporation  Serial  Notes 
which  matured  in  1932  were  retired  by  exchange 
for  Northern  Pennsylvania  Power  Company  5% 
Bonds,  due  1962. 

Funded  Debt  of  Operating  Companies  —  The 

One- Year  Notes  of  Pennsylvania  Electric  Com- 
pany and  Rochester  Gas  and  Electric  Corporation 
which  matured  In  1932  were  paid  from  bank  loans 
or  short  term  notes,  which  had  been  refunded  in 
large  part  with  long  term  mortgage  bonds  by 
December  31,  1932.  The  One-Year  Notes  of  Staten 
Island  Edison  Corporation  were  exchanged  for  6% 
Refunding  and  Improvement  Mortgage  Bonds 
due  June  14,  1933.  Additional  mortgage  bonds  of 
operating  companies  were  issued  in  exchange  for 
minority  common  stocks  and  other  securities. 
They  were  also  sold  to  provide  for  construction 
and  to  pay  current  indebtedness. 

Reserves — Because  of  the  decline  in  price  levels 
and  the  continued  shrinkage  m  the  value  of  in- 
vestments, an  additional  amount  of  $80,000,000 
was  transferred  from  capital  surplus  of  Associated 
Gas  and  Electric  Company  to  reserve  for  contin- 
gencies. Of  this  amount  $62,000,000  was  applied 
in  consolidation  against  investments  in  subsidi- 
aries, and  to  offset  charges  against  capital  surplus 
of  subsidiaries,  leaving  a  net  increase  of  $18,000,- 
000  in  consolidated  reserve  for  contingencies. 
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CERTIFIED  PUBLIC  ACCOUNTANTS 


IS  BROAD  STREET 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARIES 


Certificate 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARIES 

Exhibit  A  —  Consolidated  Balance  Sheet,  December  31,  1932. 

Schedule  1 — Capital  Stocks  of  Associated  Gas  ami  Electric  Company. 

Exhibit  B  —  Statement  of  Consolidated  Income  for  the  Year  Ended  December  31,  1932. 

Exhibit  C  —  Statement  of  Consolidated  Corporate  Surplus  for  the  Year  Ended  December  31,  1932. 

Exhibit  D  —  Statement  of  Consolidated  Capital  Surplus  for  the  Year  Ended  December  31,  1932. 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
Exhibit  E  —  Balance  Sheet,  December  31,  1932. 

Exhibit  F  —  Statement  of  Income  for  the  Year  Ended  December  31,  1932. 

Exhibit  G  —  Statements  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1932. 


New  York, 
October  14,  1933 
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HASKINS  8c  SELLS 


:rtified  public  accountants 


15  BROAD  STREET 


NEW  YORK 


CERTIFICATE 


Associated  Gas  and  Electric  Company: 

We  have  examined  your  accounts  and  those  of  your  subsidiaries  included  in 
the  accompanying  consolidated  statements,  except  the  Manila  companies,  for  the 
year  ended  December  31,  1932.  In  accordance  with  the  parent  company's  practice 
we  have  included  in  the  accompanying  exhibits  the  figures  of  the  Manila  com- 
panies as  reported  by  them  at  October  31,  1932,  adjusted  for  November  and  Decem- 
ber, 1932,  earnings.  The  securities  or  due  bills  for  securities  representing  the  invest- 
ments, and  cash  (except  working  funds),  of  the  companies  examined,  were  verified 
as  of  December  31,  1932,  by  count  or  by  confirmation  of  outside  depositaries  or 
were  otherwise  satisfactorily  accounted  for. 

The  consolidated  Federal  income  taxes  for  a  number  of  years  are  still  subject 
to  final  determination  and  the  amounts  asserted  by  the  United  States  Treasury 
Department  are  in  excess  of  the  reserve  provided  by  the  company  but  the  eventual 
liability  cannot  at  this  time  be  definitely  ascertained. 

Certain  of  the  underlying  companies  take  up  as  earnings,  available  for  interest 
and/or  dividend  charges,  the  undistributed  earnings  of  their  subsidiaries.  The  in- 
come received  by  Associated  Gas  and  Electric  Company  from  subsidiaries  as  shown 
in  the  accompanying  statement  of  income  on  a  parent  company  basis  includes 
credits  for  interest  and/or  dividends  out  of  such  earnings. 

Subject  to  the  foregoing  and  to  (1)  the  valuation  of  fixed  capital  and  invest- 
ments (including  in  the  case  of  the  parent  company  its  investment  in  subsidiaries) 
as  indicated,  (2)  the  adequacy  of  the  provision  for  retirements  and  doubtful  ac- 
counts, and  (3)  the  treatment  of  debt  discount  and  expense  as  a  charge  to  capital 
surplus,  in  our  opinion  the  accompanying  balance  sheets.  Exhibits  A  and  E,  state- 
ments of  income.  Exhibits  B  and  F,  and  statements  of  surplus.  Exhibits  C,  D,  and 
G,  set  forth,  respectively,  the  financial  condition  of  the  companies  at  December 
31,  1932,  and  their  operating  results  for  the  year  ended  that  date,  on  a  consolidated 
and  parent  company  basis. 


New  York, 
October  14,  1933. 
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Associated  Gas  and  Electric  Company 

(Incorporated  in  New  York) 
and  Subsidiaries 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1932 


ASSETS 

FIXED  CAPITAL: 

Plant,  property,  equipment,  etc.  (including  overhead  for  organization,  going  value,  etc.),  stated 
at  estimated  cost  of  reproduction  (with  minor  exceptions)  at  various  dates  of  revaluation  plus 
subsequent  additions  at  cost  (includes  property  not  in  use  carried  at  approximately  $2,775,000) 
and  $1 18,305, 109.03  uneliminated  balance  of  investments  in  subsidiaries  

INVESTMENTS— AT  COST  OR  COMPANIES'  VALUATION  (principally  investments  in  and 
amounts  due  from  affiliated  companies  and  subsidiary  companies  not  consolidated)  

SPECIAL  DEPOSITS  FOR  SINKING  FUNDS,  ETC  

SPECIAL  DEPOSITS  FOR  INTEREST,  AND  MATURED  AND  CALLED  BONDS  (contra)  

CASH  (including  working  funds)  

ACCOUNTS  RECEIVABLE: 

Consumers  (less  reserve,  $611,774.80)   $6,779,640.19 

Appliances  (instalment  accounts)   and   miscellaneous    (includes  $103,800.51 
due  from  employees)  (less  reserve,  $192,406.66)   2,558,506.59 

Appliances  (instalment  accounts)  (pledged)   1,047,690.26 

MATERIALS  AND  SUPPLIES  (book  inventories)  

PREPAID  EXPENSES  

MISCELLANEOUS  UNADJUSTED  DEBITS  (including  balances  in  closed  banks,  $96,202.61) .  . . . 

TOTAL   $867,722,379.82 


*In  vestments  carried  at  approximately  $24,000,000  had  a  value  based  on  market  quotations  of  approximately  $3,400,000, 
The  book  value  of  $24,000,000  includes  the  cost  of  certain  investments  carried  in  a  group  valuation  and  for  which 
market  quotations  are  not  available.    Market  quotations  for  the  other  investments  were  not  available. 
NOTES:  In  the  above  statement  debt  discount  and  expense  applicable  to  the  future  has  been  charged  to  capital  surplus. 

Certain  securities  of  subsidiary  companies  which  eliminate  in  the  above  statement  are  pledged  as  collateral  to 
funded  debt  and  notes  payable  or  deposited  under  escrow  or  other  agreements. 

No  provision  has  been  made  above  for  accrued  cumulative  dividends  unpaid  on  preferred  and  preference  stocks 
of  Associated  Gas  and  Electric  Company.  Particulars  of  the  stocks  and  dates  to  which  dividends  have  been  paid 
are  shown  in  Schedule  1. 

Interest  on  certain  bonds  of  subsidiaries  was  in  default  at  December  31,  1932.  The  principal  amounts  of  such 
bonds  held  by  the  public  were  as  follows:  American  Utilities  Company  6s,  due  1945,  $460,500.00  and  6J^s,  due 
1941,  $69,500.00;  Southern  Ice  and  Utilities  Company  6s,  due  1946,  $282,500.00  and  6J^s,  due  1932  (also  in  de- 
fault as  to  principal)  $50,500.00.  Provision,  however,  has  been  made  in  the  above  statement  for  the  interest 
accrued  to  December  31,  1932. 

Dividends  were  in  arrears  at  December  31,  1932,  on  preferred  stocks  of  the  following  subsidiaries:  American 
Utilities  Company,  Broad  River  Power  Company,  Eastern  Utilities  Investing  Corporation,  Florida  Public 
Service  Company,  New  York  Central  Electric  Corporation,  Ohio-Midland  Light  and  Power  Company,  and  South- 
ern Ice  and  Utilities  Company.  Provision,  however,  has  been  made  in  the  above  statement  for  dividends  accrued 
to  December  31,  1932,  except  dividends  amounting  to  $23,418.50  on  the  stocks  of  American  Utilities  Company 
and  Southern  Ice  and  Utilities  Company. 

EXHIBIT  A 


Page  twenty-six 


Associated  Gas  and  Electric  Company 

(Incorporated  in  New  York) 
and  Subsidiaries 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1932 


LIABILITIES 

CAPITAL  STOCK  AND  SURPLUS: 

Associated  Gas  and  Electric  Company : 

Capital  stocks— Schedule  1   $69,742,350.00 

Consolidated  surplus : 

Capital— Exhibit  D   12,588,299.93 

Corporate— Exhibit  C   4,657,990.06  $86,988,639.99 

Subsidiary   companies : 

Capital  stocks  (including  applicable  surplus)  the  majority  of  which  are  of  equal 
rank  with  preferred  and  preference  stocks  of  Associated  Gas  and  Electric  Com- 
pany  36,281,486.25 

Other  subsidiary  companies'  capital  stocks: 

Preferred   $36,541,871.67 

Common  (including  surplus  applicable  thereto)                                  275,516.83        36,817,188.50  $160,087,314.74 

OBLIGATIONS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  CON- 
VERTIBLE INTO  STOCK  AT  COMPANY'S  OPTION  AND  OBLIGATIONS 
OF  SUBSIDIARY  COMPANY  OF  EQUIVALENT  RANK: 

Associated  Gas  and  Electric  Company  $  62,514,077.32 

Subsidiary  company                                                                                       6,266,000.00  68,780,077.32 

FUNDED  DEBT  AND  INTEREST-BEARING  SCRIP: 

Associated  Gas  and  Electric  Company  $254,426,664.04 

Subsidiary   companies : 

Util  ty  companies  (including  $6,541,000.00  due  in  1933)   191,566,000.00 

Other  companies  (including  $690,000.00  due  in  1933)                                       67,653,069.15  513,645,733.19 

MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)   648,655.90 

ADVANCES  FROM  FINANCE  COMPANY  (appliance  accounts  receivable  pledged  as  collateral)  .  .  ,  629,900.00 
NOTES  PAYABLE  (includes  $3,265,000.00  of  notes  covered  by  pledge  of  bonds  of  subsidiary  com- 
panies eliminated  in  consolidation)   5,160,399.73 

ACCOUNTS  PAYABLE  (includes  $50,500.00  past-due  convertible  gold  notes  of  a  subsidiary  com- 
pany)  2,770,475.73 

ACCRUED  TAXES  (exclusive  of  Federal  income  tax)   2,545,795.79 

INTEREST  AND  MISCELLANEOUS  ACCRUALS  (includes  $64,412.73  past-due  interest  on 

bonds  of  subsidiaries)   9,579,104.15 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS   4,134,587.00 

RESERVES  FOR  FEDERAL  INCOME  TAX  (subject  to  final  determination)   4,864,937.62 

RESERVE  FOR  RETIREMENT  (REPLACEMENTS  AND  RENEWALS)  OF  FIXED  CAPITAL 

(Including  adjustments  resulting  from  appraisals)   51,919.171.37 

RESERVE  FOR  CONTINGENCIES  (created  from  capital  surplus)   38,000,000.00 

MISCELLANEOUS  RESERVES  AND  UNADJUSTED  CREDITS    (including  non-refundable 

contributions  for  extensions)   4,956,227.28 

TOTAL   $867,722,379.82 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 


CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

December  11,  1932 


Dates  to  Winch 
Cumulative 

Description  Dividends  Have 

Been  Paid 

Cumulative  preferred  stock  (without  par  value): 

Original  series   Oct.     1,  1932 

$5.00  dividend  series   June  15, 1932 

$5.50  dividend  series   June  15,  1932 


1, 1932 
1, 1932 
1,  1932 


$6.00  dividend  series   June 

$6.50  dividend  series   June 

$7.00  dividend  series   Oct. 

Cumulative  preference  stock  (without  par  value): 

$4.00  cumulative  preference  *May    1,  1932 

$5.50  cumulative  preference  *June  15,  1932 

$6.00  cumulative  preference   Apr.    1,  1932 

$6.50  cumulative  preference   Apr.    1,  1932 

Class  A  stock — Without  par  value  (preferred  as  to  assets — After 
liquidation  of  preferred  and  preference  stocks — up  to  $35.00  a 
share  plus  one-half  of  the  remaining  assets  after  Class  B  and 
common  stocks  have  received  in  the  aggregate  an  amount 
equal  to  $35.00  a  share  on  the  class  A  stock) : 
Stock  (including  transferable  subscription  re- 
ceipts)  5,928,996  shs.) 

Less  in  treasury   1,500,797  shs. 


Outstanding   4,428,199  shs. 

6%  convertible  debenture  certificates  for 

classAstock   134,650  shs. 

Class  A  receipts  for  6%  convertible  debenture 

certificates — Series  C   951  shs, 


Total  outstanding,  less  in  treasury   4,563,800  shs 


Class  B  stock — Without  par  value  (preferred  as  to  assets — after 
liquidation  of  preferred  and  preference  stocks  and  distribution 
of  $35.00  a  share  to  holders  of  Class  A  stock — to  $35.00  a  share 
but  not  to  exceed  in  the  aggregate  an  amount  equal  to  $35.00  a 
share  on  the  outstanding  class  A  stock)  

Common  stock  (without  par  value)  

Payments  received  on  subscriptions  to  various  capital  stock  issues. . 

Common  stock  purchase  rights  

Optional  stock  purchase  warrants  

Rights  on  4J^%  convertible  gold  debentures,  due  1948  

Warrants  on  Associated  Gas  and  Electric  Corporation  8%  bonds 
due  1940,  for  purchase  of  74,138  shares  of  Associated  Gas  and 

Electric  Company  common  stock  

Total   


Number  oj 

Shares 
Outstanding 
With  Public 

40,211 
24,426 
163 
104,985 
70,603 
97,036 

46,385 
14,452 
2,779 
7,487 


4,563,800 


Stated  Capital 


1,000,000 
1,209,137 

103,4303^  rts. 
7,954,407J4  wts. 
103,071^  rts. 


$69,741,840.00 


$69,742,350.00 


*Last  dividend  paid  in  scrip. 

Notes:  The  cumulative  preferred  stock  is  preferred  as  to  assets,  in  the  event  of  liquidation,  up  to  $100.00  a  share  plus 
any  unpaid  cumulative  dividends,  except  in  the  case  of  the  original  series  preferred  stock  which  Is  preferred  up 
to  $50.00  a  share,  plus  any  unpaid  cumulative  dividends. 

After  the  liquidation  of  the  preferred  stocks  the  cumulative  preference  stock  is  preferred  as  to  assets  up  to  $100.00 
a  share  plus  any  unpaid  cumulative  dividends,  except  in  the  case  of  the  $4.00  cumulative  preference  stock  which 
is  preferred  up  to  $50.00  a  share,  plus  any  unpaid  cumulative  dividends. 

Stocks  of  Associated  Gas  and  Electric  Company  held  by  companies  included  in  the  consolidation  and  which 
eliminate  above  are  as  follows:  cumulative  preferred,  $5.00  dividend  series,  183,395  shares,  $4.00  cumulative 
preference,  877,656  shares,  $6.00  cumulatlveprcference, 469,020  shares,  $6.50  cumulative  preference,  7,130  shares. 

EXHIBIT  A       SCHEDULE  1 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 

STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1932 

Operating  Revenues: 

Electric   $66,182,889.65 

Gas   11,617,219.62 

Steam  heating,  water,  ice,  transportation  and  miscellaneous   7,026,347.59 

Total   $84,826,456.86 

Operating  Expenses  and  Taxes: 

Operating  expenses   $35,529,923.00 

Maintenance   5,869,526.94 

Provision  for  retirement  (renewals,  replacements,  etc.)  of  fixed  capital   7,251,309.08 

Taxes  (other  than  Federal  income  tax)   5,274,476.62 

Provision  for  Federal  income  tax  (companies'  estimate)   1,217,489.93 

Total   55,142,725.57 

Operating  Income   $29,683,731.29 

Other  Income— Interest  and  Dividends  on  Investments,  Net  Operations  of 
Management  and  Servicing  Subsidiaries,  Etc.  (includes  net  profit  of  ap- 
proximately $114,000.00  arising  from  construction  fees  capitalized)   3,038,904.15 

Gross  Income   $32,722,635.42 

Deductions  from  Income: 
Subsidiary  companies: 
Utility  companies: 

Interest  on  funded  debt   $  9,407,666.53 

Interest  on  unfunded  debt   432,598.94 

Interest  during  construction   207,336.05 

Dividends  on  preferred  stocks   2,133,027.14 

Other  subsidiary  companies: 

Interest  on  funded  debt   *3,634,3I4.99 

Interest  on  unfunded  debt   •  128,827.90 

Dividends  on  preferred  and  preference  stocks   *  299,358.99 

Income  applicable  to  minority  interest   109,553.20 

Total   15,958,011.64 

Balance   $16,784,623.78 

Interest  on  funded  and  unfunded  debt  of  Associated  Gas  and  Electric  Company  12,475,195.75 

Balance  of  Income  (before  charging  interest  on  obligations  of  Associated  Gas 
and  Electric  Company  convertible  into  stock  at  company's  option  and  interest 
and  dividends  of  subsidiary  companies  ranking  after  fixed  charges  of  Associated 

Gas  and  Electric  Company)    $  4,309,430.05 


•Exclusive  of  that  portion  of  interest  or  dividends  paid  by  General  Gas  &  Electric  Corporation,  Eastern  Utilities 
Investing  Corporation  and  Binghamton  Light,  Heat  &  Power  Co.,  from  income  arising  from  investments  in  convertible 
obligations  and  preferred  and  preference  stocks  of  Associated  Gas  and  Electric  Company.  Interest  and  dividends  paid 
to  the  public  from  such  income  are  considered  as  ranking  with  payments  by  Associated  Gas  and  Electric  Company  and 
are  included  in  Exhibit  C  as  charges  to  corporate  surplus. 

Note:  No  charge  is  included  in  the  above  statement  for  debt  discount  and  expense  which  on  an  amortization  basis 
would  amount  to  approximately  $2,800,000.00  for  all  companies  for  the  year. 

EXHIBIT  B 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 


STATEMENT  OF  CONSOLIDATED  CORPORATE  SURPLUS 

For  the  year  ended  December  31,  1932 

Balance,  January  I,  1932   $  5,852,660.40 

Additions  : 

Balance  of  income  for  the  year  ended  December  31,  1932 — See  Exhibit  B   4,309,430.05 

Reserve  accounts  returned  to  surplus   189,164.84 

Charges  made  to  corporate  surplus  by  the  parent  company  in  prior  years  for  amortization  of  debt  dis- 
count and  expense  now  transferred  to  capital  surplus,  in  accordance  with  the  company's  policy  of 

charging  all  debt  discount  and  expense  to  that  account   1,980,531.87 

Miscellaneous  adjustments  (net)   131,867.97 

Total   $I2,463,655Tl3 

Deductions: 

Interest  on  obligations  of  Associated  Gas  and  Electric  Company  convertible  into  stock  at  company's 
option  ($3,461,112.40)  and  interest  and  dividend  charges  of  subsidiary  companies  ranking  there- 
with ($838,178.58)   $  4,299,290.98 

Dividends  on  stocks  of  subsidiary  companies  ranking  after  interest  on  obligations  of  Associated  Gas 
and  Electric  Company  convertible  into  stock  at  company's  option  (less  $546,081.91  chargeable  to 

minority  interest  in  surplus  at  beginning  of  year)   736,449.45 

Dividends  on  preferred  stock  of  Associated  Gas  and  Electric  Company   1,070,689.91 

Dividends  on  preference  stock  of  Associated  Gas  and  Electric  Company  (including  $70,352.06  paid 

in  scrip  and  stock)   113,446.03 

Dividends  on  class  A  stock  (paid  in  stock)   309,938.76 

Debt  discount  and  expense  (net)   1,275,849.94 

Total   $  7,805, 665T07 

Balance,  December  31,  1932   $  4,657,990.06 


Notes:  Debt  discount  and  expense  on  bonds  issued  or  reacquired  (net)  has  in  general  been  charged  to  capital  surplus 
(or  surplus  at  acquisition)  in  consolidation  in  1932  and  prior  years.  The  amount  charged  to  corporate  surplus 
as  above  consists  of  $883,531.89  applicable  to  future  period  written  off  by  a  subsidiary  and  $392,318.05  amor- 
tization by  certain  subsidiaries. 

See  foot-notes  to  Exhibit  A  regarding  dividends  in  arrears. 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
STATEMENT  OF  CONSOLIDATED  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1932 

Balance,  January  1,  1932   $36,699,501.59 

Additions: 

From  reduction  of  stated  value  of  capital  stocks,  less  acquisitions  of  stocks  charged  to  capital  surplus  55,270,526.32 

Miscellaneous  adjustments  (net)   355,718.07 

Total   $92,525,745.98 

Deductions: 

Debt  discount  and  other  expenses  of  acquiring  capital  (less  discount  on  purchases  and/or  ex- 
changes) including  adjustment  applicable  to  prior  years  (net)   $  4,615,757.89 

Charges  made  to  corporate  surplus  by  the  parent  company  in  prior  years  for  amortization  of  debt 
discount  and  expense  now  transferred  to  capital  surplus,  in  accordance  with  the  company's  policy 

of  charging  all  debt  discount  and  expenses  to  that  account   1,980,531.87 

Provision  by  parent  company  for  contingencies   $80,000,000.00 

Less  amount  used  to  offset  consolidation  adjustments   6,858,843.71 

Remainder  (of  which  $55,141,156.29  is  applied  in  consolidation  against 

investment  in  subsidiaries)   73,141,156.29 

Total   $79,737,446.05 

Balance,  December  31,  1932   $12,588,299.93 


EXHIBIT  D 
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Associated  Gas  and  Electric  Company 

(Incorporated  in  New  York} 


BALANCE  SHEET 

December  31,  1932 


ASSETS 

Investments  in  Subsidiaries  (company's  valuation): 
Common  Stocks  (entire  issue  in  each  case) : 

Associated  Gas  and  Electric  Corporation— 6,710,000  shares  of  $1.00  par  value  .  .  $629,450,000.00 

Eastern  Utilities  Securities  Corporation — 6,000  shares  of  no  par  value   42,000.00 

Total  common  stocks   $629,492,000.00 

Convertible  obligations  of  Eastern  Utilities  Securities  Corporation   42,330,000.00 

Bonds  (including  due  bills) : 

$1,586,180.00  Associated  Gas  and  Electric  Corporation  8%,  due  1940  


$1,000,000.00  Associated  Gas  and  Electric  Corporation  8%,  due  1940— Due  bill . 

•$6,042,000.00  Eastern  Utilities  Investing  Corporation  5%,  due  1954  

♦$2,475,000.00  Associated  Electric  Company  4K%.  due  1953  

*$   689,000.00  Associated  Electric  Company  4H%,  due  1956  

•$1,860,000.00  The  Metropolitan  Edison  Corporation  6%,  due  1961— Due  bill. 


Total  investment  in  subsidiaries   $684,487,459.68 

Accrued  Interest  Receivable  on  Investments  in  Subsidiaries   252,666.96 

Accounts  Receivable  from  Subsidiaries   559,608.55 

Cash  (including  working  funds,  $7,000.00)   1,585,927.10 

Contra  to  Liability  for  Assumption  of  Bonds  of  Subsidiary  Company  Due  1953,  Included 

in  Funded  Debt   1,000,000.00 

Contra  to  Contingent  Liability  for  Joint  Guaranty  of  Subsidiary  Company's  Mortgage 

Bonds,  Due  1941   2,669,000.00 

Office  Furniture  and  Fixtures  and  Miscellaneous  Items  in  Suspense   178,685.59 

Total   $690,733,347.88 


•Indirect  subsidiaries. 


EXHIBIT  E 
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Associated  Gas  and  Electric  Company 

(Incorporated  in  New  York) 
BALANCE  SHEET 

December  31, 1932 


LIABILITIES 

Capital  Stock  (Including  Stock  to  be  Issued)  and  Surplus: 

Stated  capital   $179,579,650.00 

Capital  surplus — Exhibit  G   .  12,588,299.93 

Corporate  surplus — Exhibit  G   655,766.00 

Total  capital  stockand  surplus   $192,823,715.93 

Obligations  Convertible  into  Stock  at  Company's  Option   95,204,077.32 

Funded  Debt  (less  $4,838,540.00  in  treasury)   261,233,817.26 

Interest-Bearing  Scrip,  Due  1937  (less  $724,621.50  in  treasury)   65,646.78 

Accounts  Payable   1,930.65 

Matured  Interest   192,812.50 

Accrued  Interest  Payable: 

On  funded  debt   $  4,046,426.21 

Other   668,074.72 

Total  accrued  interest  payable   4,714,500.93 

Accrued  Taxes   126,302.86 

Reserve  for  Taxes,  Etc.,  Including  Company's  Estimate  for  Additional  Federal  Income  Taxes 

Subject  to  Final  Determination   3,701,543.65 

Reserve  for  Contingencies— Appropriated  from  Capital  Surplus  as  Reserve  Against  Invest- 
ments, Etc   130,000,000.00 

Contingent  Liability  Under  Joint  Guaranty  of  Mortgage  Bonds  of  Subsidiary  Company, 

Due  1941  (contra)   2,669,000.00 

Total   $690,733,347.88 


Notes:  No  provision  has  been  made  in  the  above  statement  for  unpaid  cumulative  dividends  accrued  to  December 
31,  1932,  amounting  to  approximately  $6,143,000.00. 

Debt  discount  and  expense  applicable  to  the  future  has  been  charged  to  capital  surplus. 

At  December  31,  1932,  the  company  was  obligated  to  purchase  from  Staten  Island  Edison  Corporation,  an 
indirect  subsidiary,  certain  securities  at  the  rate  of  $125,000.00  per  month  to  May  15,  1933. 


EXHIBIT  E 
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Associated  Gas  and  Electric  Company 


STATEMENT  OF  INCOME 


For  the  year  ended  December  51,  1952 


Income: 

From  subsidiary  companies: 
Interest  on: 

Notes,  convertible  obligations,  and  accounts,  including  adjustment  of  prior  years  interest   $19,859,096.47 

Bonds,   559,369.20 

Dividends,   900,000.00 

Total,   $21,318,465.67 

Less  income   received  from  underlying  companies  which  is  contra  to  interest  and  dividends 

paid  by  Associated  Gas  and  Electric  Company  thereto,   2,707,732.00 

Remainder,   $18,610,733.67 

Interest  on  bank  balances,   8,177.35 

Miscellaneous  income,   2,407.57 

Total,   $18,621,318.59 


Expenses  and  Taxes: 

General  expenses   $  61,538.77 

Provision  for  1932  Federal  income  tax  (company's  estimate),   647,000.00 

Other  taxes,   77,179.66 

Total   785,718.43 

Balance  of  Income  Before  Interest,   $17,835,600.16 


Interest: 

Funded  debt,   $12,651,576.15 

Contractual  obligations,   43,598.67 

Notes  payable   106,201.70 

Dividend  scrip,   41,266.06 

Total,  


Balance  of  Income  Before  Interest  on  Obligations  Convertible  into  Stock  at  Company's 
Option,  


Note:  The  balance  of  income  as  above  is  approximately  $684,000.00  more  (exclusive  of  surplus  charges  and  credits) 
than  the  consolidated  income  of  the  company  and  underlying  subsidiaries  for  the  year.  It  does  not  include  any 
charge  by  the  company  or  underlying  companies  for  debt  discount  and  expense  which  has  been  deducted  from 
capital  surplus.  The  amount  on  an  amortization  basis  would  be  approximately  $2,800,000-00  for  all  companies. 


EXHIBIT  F 
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Associated  Gas  and  Electric  Company 


STATEMENTS  OF  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  Year  ended  December  31,  1952 

CORPORATE  SURPLUS 

Balance,  January  1,  1932   $  212,091.68 

Additions: 

Balance  of  income  before  interest  on  obligations  convertible  into  stock  at  company's  option — Year 

ended  December  31,  1932— Exhibit  F   4,992,957.58 

Charges  made  to  corporate  surplus  in  prior  years  for  amortization  of  debt  discount  and  expense  now 
transferred  to  capital  surplus  in  accordance  with  the  company's  present  policy  of  charging  all  debt 

discount  and  expense  to  that  account   1,980,531.87 

Total   $  7,185,581.13 

Deductions: 

Interest  on  obligations  convertible  into  stock  at  company's  option   $5,355,088.32 

Dividends: 

Preferred   $1,493,582.02 

Preference  ($1,240,688.35  paid  in  stock  and  scrip)   2,078,938.03 

Class  A  (paid  in  stock)   309,938.76  5,882,458.81 

Total   $9,237,547.13 

Less  the  portion  of  above  paid  to  underlying  companies  which  is  contra  to  in- 
come received  by  Associated  Gas  and  Electric  Company  therefrom   2,707,732.00 

Remainder   6.529,815.13 

Balance,  December  31,  1932   $  655,766.00 


CAPITAL  SURPLUS 


Balance,  January  I,  1932   $  48,874,501.59 

Additions: 

Credit  arising  through  reduction  of  stated  value  of  capital  stock,  under  certificate  filed  April  7,  1932, 

less  acquisitions  of  stocks  charged  to  capital  surplus   55,270,526.32 

Dividends  received  from  Associated  Gas  and  Electric  Corporation  paid  out  of  capital  surplus   35,050,000.00 

Total   $I39,195,027.9T 

Deductions: 

Adjustment  in  carrying  value  of  investment  in  common  stock  of  Associated  Gas  and  Electric  Cor- 
poration  $  41,050,000.00 

Transfer  to  reserve  for  contingencies   80,000,000.00 

Loss  on  sale  of  investments  in  bonds  of  subsidiaries   172,771.47 

Debt  discount  and  other  expenses  of  acquiring  capital  (less  discount  on  purchases  and/or  ex- 
changes) including  adjustments  applicable  to  prior  years  (net)    3,403,424.64 

Charges  made  to  corporate  surplus  in  prior  years  for  amortization  of  debt  discount  and  expense  now 
transferred  to  capital  surplus  in  accordance  with  the  company's  present  policy  of  charging  all  dis- 
count and  expense  to  that  account   1,980,531.87 

Total   $126,606,727.98 

Balance,  December  31,  1932   $  12,588,299.95 


EXHIBIT  G 


Associated  Gas  and  Electric  Company 

and  Subsidiaries 

CONSOLIDATED  STATEMENT  OF  CAPITAL  RECEIPTS  AND  CAPITAL  DISBURSEMENTS 

December  31,  1931  to  December  31,  1932 


CAPITAL  RECEIPTS 

Cash  Balance  at  December  31 , 1931   $  8,466,497.93 

Receipts  for  the  year  ended  December  31,  1932: 

Balance  of  undistributed  earnings — transferred  to  surplus   4,309,430.05 

Decrease  in  capital  assets  (including  reduction  in  consolidation  of  excess  of  investments  in  subsid- 
iaries over  total  of  par  or  stated  value  thereof,  corporate  surplus  at  date  of  acquisition  and 

capital  surplus)   67,888,320.79 

Increase  in  optional  and  other  reserves  (including  reserve  for  contingencies  $18,000,000)   24,304,490.52 

Decrease  in  excess  current  assets  over  current  liabilities   3,876,395.75 

Increase  in  consumers'  deposits   49,954.95 

Total  Capital  Receipts   $108,895,089.99 


CAPITAL  DISBURSEMENTS 

Decrease  in  purchase  money  obligations   $  3,190,153.00 

Decrease  in  notes  payable  and  advances  from  financing  company   3,553,628.02 

Capital  securities  retired  through  redemption,  conversion,  purchase  or  exchange — net — -(including 

reduction  of  stated  capital  for  stocks).  Details  of  capital  issues  and  retirements  on  pages  37  to  39  64,497,823.58 

Increase  in  deferred  debit  items   91,229.46 

Items  charged  against  surplus  (net).  See  analysis  on  pages  30  and  31    29,615,302.05 

Total  Capital  Disbursements   $100,948,136.11 

Cash  Balance  at  December  31,  1932   7,946,953.88 

Total   $108,895,089.99 


On  pages  36  to  39  the  term  "retired"  indicates  a  reduction  in  the  amount  of  securities  held  by  the  public  but  does  not 
necessarily  mean  that  the  securities  were  cancelled.  The  term  "issued"  indicates  an  increase  in  the  amount  of 
securities  held  by  the  public. 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 

DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES  AND  RETIREMENTS 

December  31,  1931  to  December  31,  1932 


Capital  stock  of  Associated  Gas  and  Electric  Company 


Shares 
(net) 


Preferred : 

Original  Series  

$7.00  Dividend  Series 
$6.50  Dividend  Series 
$6.00  Dividend  Series 
$5.50  Dividend  Series 
$5.00  Dividend  Series 

Preference : 

$6.50  Cumulative. . . . 
$6.00  Cumulative.  .  . . 
$5.50  Cumulative.  . . . 
$4.00  Cumulative.  . . . 

Class  A  

Class  B  

Common  


844 
45 
12,525 
163 
9,128 


Stocks,  the  majority  of  which  are  of  equal  rank  with  preferred  and  preference  stocks  of 
Associated  Gas  and  Electric  Company 

Eastern  Utilities  Investing  Corporation: 

$5.00  Prior  Preferred  Stock  

$7.00  Preferred  Stock  

$6.00  Preferred  Stock  

Participating  Preference  Stock  

Class  A  Common  Stock  

General  Gas  &  Electric  Corporation: 

$8.00  Cumulative  Preferred  Stock  

$7.00  Cumulative  Preferred  Stock.  

$6.00  Cumulative  Preferred  Stock,  Series  A  and  B  

Class  A  Common  Stock  

Class  B  Common  Stock  


retired 
(net)  (net) 


Stocks  of  subsidiary  companies 


Shares  Shares 
issued  retired 
(net)  (net) 


Preferred  Stocks: 

Broad  River  Power  Company — 7%  Cumulative  

Clarion  River  Power  Company — Participating  

Empire  Gas  and  Electric  Company: 

6%  Cumulative,  Series  A  ana  D  

7%  Cumulative,  Series  C  

Florida  Public  Service  Company — $7.00  Cumulative  

Metropolitan  Edison  Company: 

$7.00  Cumulative  

$6.00  Cumulative  

New  Jersey  Power  &  Light  Company — -$6.00  Cumulative  

New  York  Central  Electric  Corporation — 7%  Cumulative  

Ohio-Midland  Light  and  Power  Company— $5.00  Cumulative  

Rochester  Central  Power  Corporation— 6%  Cumulative  

Rochester  Gas  and  Electric  Corporation: 

7%  Cumulative,  Series  B  

6%  Cumulative,  Series  C  and  D  

Southern  Ice  and  Utilities  Company — $7.00  Participating  Cumulati 
Common  Stocks: 

The  Associated  Utilities  Investing  Corporation — Class  A  

Brockport  Gas  Light  Company  

Metropolitan  Edison  Company  

Ohio-Midland  Light  and  Power  Company  , 

Rochester  Central  Power  Corporation  

Southern  Ice  and  Utilities  Company — Class  A  

Tennessee-Missouri  Power  Company  
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES  AND  RETIREMENTS 

December  31,  1931  to  December  31,  1932 


Obligations  of  Associated  Gaa  and  Electric  Company  convertible  into  stock  at  Company's  option 


Principal  Amount 


Convertible  Obligations,  Series  A: 

7%  

6H%  

6%  

w%  

5%  

6%  Convertible  Obligations,  Series  B 
Convertible  Debenture  Certificates: 

6K%  Series  B  and  C  

6%  Series  A  of  1929  

6%  Series  B  of  1929  

6%  Series  C,  D,  E  and  F  

6%  Series  of  1931  

Convertible  Obligations: 

7%  

6H%  

6%  

5%  

Miscellaneous  

Total  

Net  Issued  


$  4,932,050.00 
1,638,600.00 
32,420,250.00 
634,771.00 
19,951,500.00 
1,971,500.00 


991,300.00 
,877,320.00 
,343,180.00 
,207,700.00 
,066,010.00 

33,000.00 
,041,400.00 
153,500.00 
,520,700.00 
,248,605.17 


$61,548,671.00 


$49,482,715.17 


$12,065,955.83 


Reclassification  of  General  Gas  &  Electric  Corp.  Serial  Notes  as  of  Jan.  I,  1932  

Binghamton  Light,  Heat  65  Power  Co.  $6.00  Preferred  Stock  (6,149  shares)  and  $5.00 

Preferred  Stock  (121  shares) — at  liquidation  value  

Eastern  Utilities  Investing  Corporation  5%  Debentures,  due  1954  

Net  Retired  


$  7,701,000.00 


627.000.00 
10.196,000.00 


$18,524,000.00 


Funded  debt  of  Associated  Gaa  and  Electric  Company 


Gold  Debenture  Bonds,  Consolidated  Refunding: 

5%  due  1968  

A%%  due  1958  

Convertible  Debenture  Bonds,  5%  due  1965  

5}-£%  Convertible  Investment  Certificates  

±y2%  Convertible  Gold  Debentures,  due  1949  

$8.00  and  $1.60  Interest  Bearing  Allotment  Certificates 

Miscellaneous  

Total  

Net  Issued  


Principal  Amount 


$15,573,600.00 
11,103,600.00 
5,466,890.00 


$32,144,090.00 


$10,319,894.34 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 

DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES  AND  RETIREMENTS 

December  31,  1931  to  December  31,  1932 


Funded  debt  of  group  companies,  etc. 


Principal  Amount 


Reclassification  of  General  Gas  &  Electric  Corp.  Serial  Notes  as  of  Jan.  1,  1932 

Associated  Electric  Company  5%  due  1961  and  4J^%  due  1953  

Associated  Gas  and  Electric  Corporation,  8%  due  1940.  .  . . 

W.  S.  Barstow  65  Company,  6%  due  1942  

General  Gas  &  Electric  Corporation: 

5%  Notes  due  Serially  to  1935  

7%  Scrip  due  1937-1938  

The  Metropolitan  Edison  Corporation,  6%  due  1961  

The  Mohawk  Valley  Company,  6%  due  1991  and  6%  due  2031  

Rochester  Central  Power  Corporation: 

5%  due  1953  

6%  Scrip  due  1937-1938  

Miscellaneous  

Total  

Net  Issued  


$  7,701,000.00 
3,325,500.00 
7,413,820.00 


1,056,068.65 
765,000.00 


5,341,469.15 


1,134,500.00 
5,040,000.00 
1,900,900.00 

1,035,500.00 
424,500.00 


$  9,535,400.00 


$10,806,069.15 


Funded  debt  of  operating  companies 


Broad  River  Power  Company,  5%  due  1954  and  614%  due  1934  

Elmira  Water,  Light  and  Railroad  Company,  5%  due  1956  

Erie  Lighting  Company,  5%  due  1967  

Florida  Public  Service  Company,  7%  due  1934,  6K%  due  1949  and  6%  due  1955 

Lexington  Water  Power  Company,  5^%  due  1955  and  5%  due  1968   

Metropolitan  Edison  Company: 

5%  due  1962  

5%  due  1953,  4^%  due  1968  and  4%  due  1971  

New  Jersey  Power  &  Light  Company,  4lA%  due  1960  

New  York  Central  Electric  Corporation,  5%  due  1952  , 

New  York  State  Electric  &  Gas  Corporation: 

4M%due  1980  

4}4% due  i960....  

Northern  Pennsylvania  Power  Company,  5%  due  1962  

Pennsylvania  Electric  Company: 

7^%due  1935  

6^%  due  1933  

5%  due  1962  

4%  due  1971  

3^2%  due  1932  

Rochester  Gas  and  Electric  Corporation: 

6%  due  1962  

4H%  due  1977  

3%  due  1932. .  

Scioto  Valley  Railway  and  Power  Company,  6%  due  1943  

Southern  Ice  and  Utilities  Company,  6J^%  due  1932  and  6%  due  1946  

Staten  Island  Edison  Corporation: 

6%  due  1933  

3%  due  1932  

Miscellaneous  

Total  

Net  Issued  


Principal  Amount 


$  — 

273,000.00 
828,000.00 


5,448,100.00 

3,389,000.00 
753,000.00 

4,699,700.00 
563,000.00 
1,389,200.00 

105,000.00 
857,000.00 
8,823,000.00 
41,000.00 


8,228,000.00 
10,000.00 


$42,103,000.00 


$  9,624,500.00 


$  1,030,300.00 


943,800.00 
499,500.00 


1,594,300.00 


9,000,000.00 


10,000,000.00 
602,000.00 


7,500,000.00 
1,308,600.00 


$32,478,500.00 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1928  to  1932  inclusive 
ASSETS  SIDE 


1932* 

1931' 

1930 

1929 

1928 

Capital  Assets: 

$769,431,677.26 

$832,280,912.38 

$753,895,078,511 

$634,940,391,961 

$242,091,175,421 

Investments  (including  in- 

vestments in  and  net  ad- 

vances to  subsidiary  and 

affiliated  companies  not 

included  in  the  consolida- 

73,230,375.24 

78,269,460.91 

123,567,554.26 

228,386,863.82 

51,417,044.31 

Total  capital  assets. . 

$842,662,052.50 

$910,550,373.29 

$877,462,632.77 

$863,327,255.78 

$293,508,219.73 

Special  Deposits  (contra) . . . 

1 
1 

I 
/ 

648,655.90 

1,252,540.24 

— 

— 

— 

1 

Current  Assets: 

7,946,953.88 

8,466,497.93 

12,969,194.06 

11,698,402.69 

7,013,643.71 

Accounts  receivable,  con- 

6,779,640.19 

6,926,621.89 

7,444,851.15 

6,636,394.45 

2,699,244.54 

Notes  and  accounts  receiv- 

able, miscellaneous  

2,558,506.59 

6,495,609.61 

6,697,496.27 

4,342,093.11 

4,007,344.14 

Accounts  receivable,  appli- 

1,047,690.26 

4,277,342.10 

5,586,033.28 

5,830,377.87 

6,600,466.82 

2,555,911.57 

Total  current  assets . 

$  22,610,133.02 

$  27,474,762.71 

$  32,941,919.35 

$  29,277,357.07 

$  16,176,143.96 

Sinking  Funds  for  Retire- 

ment of  Bonds,  Etc  

324,433.12 

574,966.26 

165,462.65 

106,706.45 

39,638.30 

Deferred  Charges: 

557,620.92 

482,867.68 

625,389.20 

644,039.68 

434,436.44 

Miscellaneous  items  in  sus- 

919,484.36 

903.008.14 

3,418,221.48 

4,631,684.21 

1,059,775.84 

Unamortized  debt  discount 

7,395,168.10 

2,504,499.71 

7,296,279.99 

Total  deferred  charges . 

$  1,477,105.28 

$  1,385,875.82 

$  11,438,778.78 

$  7,780,223.60 

$  8,790,492.27 

Total  Assets  Side 

$867,722,379.82 

$941,238,518.32 

$922,008,793.55 

$900,491,542.90 

$318,514,494.26 

•Includes  General  Gas  &  Electric  Corporation  and  Eastern  Utilities  Investing  Corporation  on  consolidated  basis. 
{Includes  cost  of  acquiring  capital. 

In  the  above  statement  unamortized  debt  discount  and  expense  at  December  31,  1931  and  1932  is  charged  to  capital 
surplus. 


Page  forty 


Associated  Gas  and  Electric  Company 

and  Subsidiaries 
COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1928  to  1932  inclusive 


LIABILITIES  SIDE  AND  CAPITAL 


1932* 

1931* 

1930 

1929 

1928 

Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric 

Company  

$  86,988,639.99 

$168,859,071.47 

$317,475,178.25 

$286,044,320.67 

$100,206,602.90 

Stocks,    the    majority  of 

which  are  of  equal  rank 

with  stocks  of  Company. 

36,281,486.25 

62,251,583.33 

— 

Subsidiary  Companies: 

36  541  871.67 

40  985  010.00 

48  895  130.00 

52  151,139.00 

145  015.00 

Common  stocks  and  sur- 

275,316.83 

2,087,764.84 

2,721,468.21 

3,884,091.31 

3,400.00 

lotal  capital  stock  and 

JlIDUjUo/  ,Ol4.  /  4 

4,  loo,  4_y.o4 

.po4i,u/y,Dou.yo 

c t nn  7 £  fit?  OA 

Obligations  convertible  into 

stock  at  Company's  option 

and    obligations  of  equiv- 

68,780,077.32 

75,238,121.49 

76,003,224.00 

89,392,119.03 

16,332,548.43 

Funded  Debt: 

Associated  Gas  and  Electric 

254,426,664.04 

244,106,769.70 

194,152,255.00 

160,334,705.00 

106,869,541.00 

67,653,069.15f 

56,S47,000.00 

67,424,000.00 

43,445,500.00 

17,955,000.00 

191,566,000.00t 

181  941,500.00 

126,828  025.00 

118,943,488.54 

26,680,050.00 

^  i^L,f         o^o  7n 

$jiSS,  404,280.00 

$io  i,  out, oy  I  .uu 

PurchaseMoneyObligations 

— 

3,190,153.00 

8,831,793.39 

57,499,956.75 

1,986,483.81 

Matured  Bonds  and  Bond 

Interest  (contra)  

648,655.90 

1,252,540.24 

"*- 

— ' 

Current  Liabilities: 

Notes  payable  

5,160,399.73f 

9,343,927.75 

15,005,084.00 

32,428,058.04 

21,893,837.93 

Advances    from  financing 

company  

629,900.00t 

2,770,475.73 

2,594  225.78 

3  060  540.97 

6,862,508.33 

3,388,732.26 

Accrued  interest,  dividends 

and    miscellaneous  ac- 

9,579,104.15 

10,579,384.75 

10,227,875.98 

10,469,741.14 

3,521,729.62 

2,545,795.79 

2,440,988.17 

2,523,661.19 

3,984,39S.95 

1,610,466.41 

Total  current  liabilities 

$  20,685,675.40 

$  24,958,526.45 

$  30,817,162.14 

$  53,744,706.46 

$  30,414,766.22 

Consumers'  Deposits  

4,134,587.00 

4,084,632.05 

3,716,830.82 

4,813,958.94 

1,950,523.59 

Reserves: 

38,000,000.00 

20,000,000.00 

51,919,171.37 

46,459,974.94 

40,159,863.43 

28,200,377.38 

14,439,574.63 

Other  reserves  

9,821,164.90 

8,975,870.81 

4,985,863.31 

2,037,179.82 

1,530,988.68 

$  99,740,336.27 

$  75,435,845.75 

$  45,145,726.74 

$  30,237,557.20 

$  15,970,563.31 

TotalLiabilitiesSide 

$867,722,379.82 

$941,238,518.32 

$922,008,793.55 

$900,491,542.90 

$318,514,494.26 

♦Includes  General  Gas  &  Electric  Corporation  and  Eastern  Utilities  Investing  Corporation  on  consolidated  basis. 
fFor  statement  of  progress  in  provision  for  current  maturities  see  page  4. 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 
(  Excludes  income  of  subsidiary  companies  prior  to  dares  of  acquisition  ) 


Operating  Revenues: 

Electric  

Gas  

Water,  transportation,  heat  and 
miscellaneous  

Total  


Operating  Expenses,  Mainten- 
ance and  Taxes  

Provision  for  Retirements  (Re- 
newals, Replacements)  of 
Fixed  Capital,  Etc  


Total  

Operating  Income  . . . 


Other  Income  

Gross  Income  

Less  Fixed  Charges  and  Other 
Deductions  : 

Operating  companies  

Group  companies,  etc  

Total  


Balance  

Fixed  Interest  Requirements  of 
Associated  Gas  and  Electric 
Company: 

Interest  on  funded  debt  

Interest  on  unfunded  debt  

Total  


Times  earned  "over-all": 
Bcjore  depreciation. 
After  depreciation . . 


Balance.  . 


For  years  ended  December  31st 


1932* 

1931* 

1930 

1929 

1928 

$66,182,889.65 
11,617,219.62 

$69,379,210.81 
12,423,570.49 

$63,921,577.29 
12,061,832.39 

$54,878,680.51 
9,636,030.66 

$24,531,431.00 
4,490,146.54 

7,026,347.59 

8,772,447.02 

8,235,883.06 

4,388,542.46 

3,335,535.77 

$84,826,456.86 

$90,575,228.32 

$S4,219,292.74 

$68,903,253.65 

$32,357,113.31 

47,891,416.49 

48,806,976.20 

45,324,138.80 

36,299,957.85 

18,290,276.40 

7,251,309.08 

8,310,493.53 

4,849,192.79 

3,371,076.72 

1,830,454.52 

$55,142,725.57 

$57,117,469.73 

$50,173,331.59 

$39,671,034.57 

$20,120,730.92 

$29,683,731.29 

$33,457,758.59 

$34,045,961.15 

$29,232,219.06 

$12,236,382.39 

3,038,904.13 

6,284,895.36 

9,403,759.56 

10,637,660.27 

3,934,755.50 

$32,722,635.42 

$39,742,653.95 

$43,449,720.71 

$39,869,879.33 

$16,171,137.89 

11,875,509.76 
4,062,501.88f 

10,427,749.11 
5,559,953.15t 

7,782,611.86 
2,594,977.65 

7,676,841.19 
2,530,476.18 

605,427.90 
2,784,382.20 

$15,938,011.64 

$15,987,702.26 

$10,377,589.51 

$10,207,317.37 

$  3,389,810.10 

$16,784,623.78 

$23,754,951.69 

$33,072,131.20 

$29,662,561.96 

$12,781,327.79 

12,366,102.73 
109,091.00 

11,156,551.45 

505,360.03 

11,250,372.31 
872,814.90 

7,763,685.06 
3,154,993.26 

4,072,947.72 
1,031,175.18 

$12,475,193.73 

$11,661,911.48 

$12,123,187.21 

$10,918,678.32 

$  5,104,122.90 

1.40 
1.15 

$  4,309,430.05 

1.74 
1.44 

Ratio  showing 
$12,093,040.21 

2.15 
1.93 

number  o]  times 

$20,948,943.99 

2.05 
1.89 

interest  is  earned. 
$18,743,883.64 

2.12 
1.90 

$  7,677,204.89 

'Includes  General  Gas  &  Electric  Corporation  and  Eastern  Utilities  Investing  Corporation  on  consolidated  basis, 
f  Exclusive  of  that  portion  of  charges  ranking  after  fixed  interest  requirements  of  Associated  Gas  and  Electric  Company. 

No  charge  is  included  in  the  above  statement  for  amortization  of  debt  discount  and  expense. 
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Associated  Gas  and  Electric  Company 


and  Subsidiaries 


CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Capital  stock  of  Associated  Gas  and  Electric  Company 


Preferred : 

Original  Seri 
$7.00  Series- 
$6.50  Series- 
$6.00  Series- 
$5.50  Series- 
$5.00  Series- 
Preference: 
$6.50  Series- 
$6.00  Series- 
^S. 50  Series- 
$4.00  Series- 
Class  A  

Class  B  

Common  

Optional  Stock 
Common  Stock 


s— Cumulative  ($3.50) . 

Cumulative  

Cumulative  

Cumulative  

■Cumulative  

Cumulative  


Cumulative. 
Cumulative. 
Cumulative. 
Cumulative. 


Purchase  Warrants.  , 
Purchase  Warrants  . 


40.211 
97,036 
70,603 
104,985 
163 
24,426 

7,487 
2,779 
14,452 
46,385 
4,563.800 
1,000.000 
1,209,137 
1,797,384* 
74,13Sf 


(see  refcrencn  page  47) 


24 
24 
24 
24 
24 
24 

24 
24 
24 
24 

13-16-19-24-47 
51 
13-24-47 
24 
24 


44 
44 
44 

1 
44 

3 

22 
26 
5 
44 

3-15-17-18-22 

14-15-22 
44 
44 


*Number  of  shares  of  Class  A  Stoclt  issuable  upon  exercise  of  all  outstanding 
fNumber  of  shares  of  Common  Stoclt  issuable  upon  exercise  of  all  outstandii 


ts. 
rrants. 


Shares 
held  by 


(see  reference  (tni:e  '17| 


Eastern  Utilities  Investing  Corporation: 

Prior  Preferred— Cumulative  ($5.00)   

$7.00  Preferred — Cumulative  

$6.00  Preferred — Cumulative  

Participating  Preference  

Class  A — Common  

General  Gas  &  Electric  Corporation: 

$8.00  Cumulative  Preferred  

$7.00  Cumulative  Preferred  

$6.00  Cumulative  Convertible  Preferred,  Series  A  and  B. 

Class  A — Common  

Class  B — Common  


639 

24 

44 

3,744 

24 

44 

772 

24 

44 

1,133 

24 

46 

130,655 

13-24-30 

15-44-45 

10,899 

51 

1 

15,451 

51 

1 

146.7S1 

51 

23 

2,164,605 

47-51 

1-22 

12,394 

51 

1 

Preferred  stocks  of  subsidiary  companies 


American  Utilities  Company — Cumulative  

Broad  River  Power  Company — Cumulative. .  

The  Clarion  River  Power  Company — Participating  

Empire  Gas  and  Electric  Company — Series  A — Cumulative  

Empire  Gas  and  Electric  Company — Series  C — Cumulative  

Empire  Gas  and  Electric  Company — Series  D — Cumulative  

Florida  Public  Service  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative  

Metropolitan  Edison  Company — Cumulative.  

New  Jersey  Power  &  Light  Company — Cumulative  

New  Jersey  Power  &  Light  Company — Cumulative  

New  York  Central  Electric  Corporation — Cumulative  

Ohio-Midland  Light  and  Power  Company — Cumulative  

Rochester  Central  Power  Corporation — Cumulative  

Rochester  Gas  and  Electric  Corporation — Cumulative  Series  B. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  C. 
Rochester  Gas  and  Electric  Corporation — Cumulative  Series  D. 

Southern  Ice  and  Utilities  Company — Cumulative  

Southern  Ice  and  Utilities  Company — Participating  Cumulative 


639 
4,744 
4,868.2 
1,471 
7,366 
2,615 
1,180 
6,332 
107,259 
387 
11,405 
18 
24,683 

133.52 
16,775 
30,939 
17,790 
126,385 
391 
38 


MJSD-1 
MJSD-l 
MJSD-1 

JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 
JAJO-1 


MJSD-1 
MJSD-1 
MJSD-1 


24 

24 

51 

24 

24 

24 

24 

24 

24 

24 

24 

24 

24 

51 

24 
24-2S 
24-28 
24-28 

24 

24 


44 
44 
46 
44 
44 
44 
44 
44 
44 
44 
44 
44 
44 

44 

3-49 

3-49 

3-49 

44 

44 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Common  stocks  of  subsidiary  companies 


(sec  reference  page  47) 


American  Utilities  Company  

The  Associated  Utilities  Investing  Corporation — Class  A. 

Cold  Spring  Light,  Heat  and  Power  Company  

Metropolitan  Edison  Company  

Ohio-Midland  Light  and  Power  Company — Class  A  .  .  .  . 

Rochester  Central  Power  Corporation  

Southern  Ice  and  Utilities  Company — Class  A  

Southern  Ice  and  Utilities  Company — Class  B  

West  Virginia  Light,  Heat  and  Power  Company  


332 
136* 

lSt 

146* 

211.62 
6,989 
1,298 
4,402 

345 


24 
24 
51 
24 
51 
24 
24 
24 
51 


44 
44 


44 
44 
44 


*Shares  held  by  public  December  31,  1932  have  been  acquired  since  that  date. 

tThe  property  of  this  company  has  been  sold  since  December  31,  1952,  subject  to  approval  of  regulatory  commission. 


Obligations  of  Associated  Gas  and  Electric  Company  convertible  into 
stock  at  Company's  option 

Interest 

Amount 
held  by  public 

Interest 

Interest 
payable  at 

Transfer 
agents 

{see  reference  paae  47) 

Convertible  Obligations,  Series  A  

Convertible  Obligations,  Series  B  

7 

6H 
6 

5 
6 

$  4,932,050.00 
1,638,600.00 
32,420,250.00 
634,771.00 
19,951,500.00 
1,971,500.00 
965,406.32 

F-M-A-N-15 
F-M-A-N-15 

M-J-S-D-1 
F-M-A-N-15 
F-M-A-N-15 

M-J-S-D-1 

47 
47 
47 
47 
47 
47 

24 
24 
24 
24 
24 
24 

Total  

$62,514,077.32 

Obligations  of  equivalent  rank  with  oblicalioiiB  convertible  into 
stock  at  Company's  uplion  of  Associated  Gas  and  Electric  Company 

Interest 

Amount 
held  by 

Interest 
dates 

payable  at 

Trustee 

(see  reference  paire  \1) 

Eastern  Utilities  Investing  Corporation: 

5 

$  6,266,000.00 

M  &  S-15 

24 

2 

Funded  debt  of  Associated  Gaa  and  Electric  Company 

Interest 
rate 

% 

Amount 
held  by  public 

Interest 

Interest  Trustee 
payable  at| 

(see  reference  page  47) 

Gold  Debenture  Bonds,  Consolidated  Refunding: 
Convertible  Gold  Debentures,  due  1949  

Total  

5M 
5 

m 

5 

i'A 
i'A 

b% 

5 

$  7,301,000.00 

84,974,630.00 
16,995,600.00 
50,644.100.00 
66,818,200.00 
3,944,900.00 
17,044,780.00 
6,074,990.00 
31,000.00 
597,464.04 

F&  A-l 

A&O-l 
M  61  N-l 
F  &  A-l 
J  &  J-15 
M  8i  S-l 
M&N-15* 
M&N-15 
T&  J-l 

24 

24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 
24-47 

2 

3 

1 
25 

1 

2 
24t 

4 

1 

$254,426,664.04 

♦Registered  F-M-A-N-15.    fTransfer  agent. 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 


CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of    r  n 
tin  e     e    o  group  companies,  e  . 

Interest 

% 

Amount 
held  tiy 

Interest 

Interest     |  .„ 
payable  at  !  Trustee 

(si'e  reference  jisne  47} 

American  Utilities  Company: 

6 

$  460,500.00 

u 

iD-1 

1 

1 

/■^  l  l  t~*  i  -            j  inn 

69,500.00 

M 

&  N-l 

1-8 

1 

t  t  (inn  c\n 

F 

Si  A-l 

12 

— 

Associated  Electric  Company: 

C„]J  t>„„J„  A.,*.  10G7 

1.C  701  nf.fi  f\f\ 

lb,/jiI,UUU.UU 

Ti 

!T-1 

24-47 

3 

* 

so  ofia  enn  fin 

r&r-i 

24-47 

3 

Associated  Gas  and  Electric  Corporation: 

- 

/,41o,ozu.uU 

M 

&S-15 

24-47 

23 

W.  S.  Barstow  &  Company: 

g 

655  000.00 

A 

iO-l 

1-48 

1 

General  Gas  &  Electric  Corporation: 

5 

2,661,000.00 

F 

!i  A-15 

24 

1 

7 

1,056,068.65 

t 

24} 

The  Metropolitan  Edison  Corporation: 

6 

592,300.00 

M 

&S-1 

24-47 

1 

The  Mohawk  Valley  Company: 

6 

636,700.00 

M 

&N-1 

24-47 

1 

6 

147,600.00 

A 

£0-1 

24-47 

25* 

Rochester  Central  Power  Corporation; 

Gold  Debentures,  Series  A,  due  1953  

5 

4,337,000.00 

M 

&S-1 

24 

7 

6 

80,080.50 

t 

24} 

Total  

$67,653,069.15 

'Authenticating  agent,  flnterest  payable  at  maturity.  ^Transfer  agent. 


Funded  debt  of  operating  companies 

Interest 
\ 

Amount 
held  by 

Interest 

Interest     1  „ 
payable  at  |  Truatea 

(see  reference  page  47) 

BlNGHAMTON  LlGHT,  HeAT  &  POWER  Co.: 

5 

$  6,971,000 

Al 

fcO-l 

24-47 

3 

Broad  River  Power  Company: 

5 

3,988,000 

M 

&S-1 

3-17 

3 

6H 

469,700 

M 

Si  N-l 

1-48 

1 

Canadea  Power  Corporation: 

5 

2,000,000 

A 

iO-1 

10 

11 

Chasm  Power  Company: 

5 

20,000 

A  &  0-15 

32 

32 

Citizens  Light,  Heat  &  Power  Company  of  Pennsylvania: 

5 

963,000 

M 

a  N-i 

16-26-27 

20 

Columbia  Railway,  Gas  and  Electric  Company: 

5 

1,524,000 

J« 

I  J-l 

24 

4 

Delaware  Gas  Light  Company: 

First  Mortgage,  due  1939  

5 

143,000 

J« 

t  J-l 

33 

33 

Depew  and  Lancaster  Light,  Power  and  Conduit  Company  : 

First  Mortgage,  due  1954  

5 

412,900 

F 

St  A-l 

35 

35 

Elmira  Water,  Light  and  Railroad  Company: 

5 

4,967,000 

M 

&s-i 

2 

2 

Empire  Gas  and  Electric  Company: 

6 

1,848,000 

J* 

<D-1 

4 

4 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

5 

2,669,000 

M 

SiS-l 

8 

8 

Erie  Lighting  Company: 

5 

4,776,000 

A 

SiO-1 

8 

8 

Florida  Public  Service  Company: 

6 

2,495,900 

A 

Si  O-l 

17-24-38 

38 

First  Mortgage,  Series  A,  due  1949  

6^ 

461,600 

Fi 

li  A-l 

17-24-38 

38 

7 

189,300 

F( 

t  A-l 

24-31-42 

31 

Frankfort  Water  Company: 

5 

101,000 

ja 

J-l 

21 

21 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 


CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of  operating  companies 

Interest 
'% 

Amount 
'publuT 

Interest 

Intl™'.  1  Trusts, 
payable  at  | 

(see  reference  page  47) 

Genesee  Valley  Power  Company,  Inc.: 

6 

$  91,500 

A 

4  0-1 

36 

36 

Granville  Electric  and  Gas  Company: 

5 

24,500 

A81O-I 

34 

34 

Indiana  Gas  Utilities  Company: 

5 

784,000 

T  ( 
J  ' 

>  1  1 

16-26-27 

3 

Jefferson  Electric  Company: 

5 

90,000 

M 

64  S-l 

37 

37 

The  Lake  Shore  Gas  Company: 

5A 

573,000 

M 

&  N-l 

26 

3 

Lexington  Water  Power  Company: 

First  Mortgage,  due  1968  

5 

9,013,400 

Is 

1  J-l 

1-17 

1 

5J^ 

2,902,000 

U 

i  J-l 

3-48 

3 

Lockport  Light,  Heat  and  Power  Company: 

SVt 

1,218,000 

M 

64  N-l 

2 

2 

Long  Island  Water  Corporation: 

PA 

2,123,000 

M 

&  N-l 

24 

3 

Manila  Electric  Company: 

5 

50,000 

M 

64  S-l 

1 

1 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

5 

826,000 

M 

64  S-l 

_ . 

The  Manila  Suburban  Railways  Company: 

First  Mortgage,  due  1946  .'  

5 

53.000 

M 

64  S-l 

24 

2 

Metropolitan  Edison  Company- 

First  and  Refunding  .Mortgage  Series  C  due  1953 

5 

6,413,600 

T  6 

i  J-l 

3-17 

3 

iii 

22^091^200 

U 

64  S-l 

3-17 

3 

First  Mortgage,  Series  E  due  1971 

4 

4*68l|000 

M 

64N-I 

24-47 

First  Mortgage,  Series  F,  due  1962  

5 

5,448,100 

M 

65  N-l 

24-47 

First  Mortgage,  due  1960 

i'A 

13,489,000 

A 

4  0-1 

24-47 

First  Mortgage,  due  1950 

VA 

3,174,000 

M 

64  S-l 

24-47 

2 

First  Mortgage,  due  1952  

6 

753,000 

ja 

t  J-l 

24 

* 

New  York  State  Electric  &  Gas  Corporation: 

First  Mortgage,  due  1962 

5H 

3,678,000 

A 

ilO-1 

1 

I 

First  Mortgage,  due  1952  

6 

369,000 

y 

1  J-l 

1 

1 

First  Mortgage,  due  1980  

4H 

11,684,800 

aiS-i 

24-47 

1 

4H 

663,000 

M 

64  S-l 

24-47 

First  and  Refunding  l^lortgage  Series  A  due  1956 

5 

1,459,900 

Ji 

iD-l 

3-8 

First  and  Refunding  Mortgage,  due  1962  

5 

1,389,200 

Ai 

4  0-15 

24-47 

The  Parr  Shoals  Power  Company: 

5 

2,191,000 

AI 

4  0-1 

I 

Penn  Public  Service  Corporation; 

6 

4,369,000 

M 

64  N-l 

29 

6 

5 

2,369,000 

J&D-l 

24-47 

6 

Convertible  Gold  Notes,  due  1935  

m 

105,000 

F< 

4  A-l 

24 

1* 

Convertible  Gold  Notes,  due  1933  

6A 

857,000 

Fi 

4  A-l 

24 

1* 

5 

8,823,000 

Ai 

4  0-15 

24-47 

6 

4 

5,483,000 

M 

64  N-l 

24-47 

6 

Plattsburgh  Gas  64  Electric  Company: 

First  Mortgage,  due  1939  

5 

235,000 

M 

64  S-l 

6 

6 

Richmond  Light  and  Railroad  Company: 

First  and  Collateral  Trust,  due  1952  

4 

1,000,000 

J« 

J-l 

3 

3 

Rochester  Gas  and  Electric  Corporation: 

5H 

3,978,000 

M 

64  S-l 

24-47 

6 

4*3 

5,998,000 

M 

64  S-l 

24-47 

6 

6 

8,228,000 

M 

64  S-l 

24-47 

6 

•Authenticating  agent. 
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Associated  Gas  and  Electric  Company 

and  Subsidiaries 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of  operatin  com  anies 
on             o  op      ing  companies 

Interest 

T 

Amount 
held  by 
public 

Interest 

Interest 
payable  at 

Trustee 

(see  reference  below) 

R            rRwynL  C 

Consolidated  Morteaee  due  1954 

$10,777,900 

U 

tj-l 

11-24-28 

11 

Roosevelt  Water  Power  and  Light  Company- 

First  Mortgage  due  serially  to  1944 

5 

14  000 

F&  A-l 

39 

39 

First  Mortgage  due  1947 

g 

A 

kO-1 

41 

40 

First  Mortgage  due  1943 

c 

I  134  000 

J« 

I  D-I 

29-50 

50 

Seneca  Power  Corporation: 

6 

387,500 

M 

&S-1 

7 

7 

Southern  Ice  and  Utilities  Company: 

6 

282,500 

F&  A-l 

I 

1 

Staten  Island  Edison  Corporation: 

6 

5,562,000 

Ji 

lD-14 

24 

4 

Tracy  Development  Company: 

6 

228,000 

A 

5  0-1 

7 

7 

Union  Gas  &  Electric  Company: 

6 

463,000 

M 

&S-1 

43 

43 

York  Haven  Water  and  Power  Company: 

5 

1,247,500 

]l 

I  D-l 

9 

9 

524,500 

Total  

$191,566,000 

REFERENCE 

Index— Trustees  of  Mortgages,  Paying  Agents  and  Registrars  and  Transfer  Agents  for  Stock 


1  The  Chase  National  Bank  of  the  City  of  New  York 

2  The  New  York  Trust  Company,  New  York 

3  Guaranty  Trust  Company  of  New  York 

4  Irving  Trust  Company,  New  York 

5  The  Equitable  Trust  Company  of  New  York 

6  Bankers  Trust  Company,  New  York 

7  Manufacturers  Trust  Company,  New  York 

8  The  Pennsylvania  Company  for  Insurances  on  Lives 

and  Granting  Annuities,  Philadelphia,  Penna. 

9  The  Real  Estate-Land  Title  and  Trust  Company, 

Philadelphia,  Penna. 

10  J.  P.  Morgan  &  Company,  New  York 

11  Security  Trust  Company  of  Rochester  (N.  Y.) 

12  Franklin -American  Trust  Company,  St.  Louis,  Mo. 

13  Harris  Forbes  Trust  Company,  Boston,  Mass. 

14  Colonial  Trust  Company,  New  York 

15  The  First  National  Bank  of  Boston  (Mass.) 

16  Harris  Trust  and  Savings  Bank,  Chicago,  111. 

17  Continental  Illinois  Bank  and  Trust  Co.,  Chicago,  111. 

18  Security  First  National  Bank  of  Los  Angeles  (Cal.) 

19  Bank  of  America-National  Trust  and  Savings  Associa- 

tion, Los  Angeles,  Cal. 

20  Chemical  Bank  &  Trust  Company,  New  York 

21  Fidelity  and  Columbia  Trust  Company,  Louisville,  Ky. 

22  First  National  Bank  of  Ithaca  (N.  Y.) 

23  Central  Hanover  Bank  and  Trust  Company,  New  York 
24*  Transfer  and  Coupon  Paying  Agency,  61  Broadway, 

New  York 

25  The  Public  National  Bank  and  Trust  Co.  of  New  York 


26  Chase  Harris  Forbes  Corporation,  New  York 

27  Chase  Harris  Forbes  Corporation,  Boston,  Mass. 

28  Rochester  Gas  and  Electric  Corp.,  Rochester,  N.  Y. 

29  The  First  National  Bank  of  the  City  of  New  York 

30  Transfer  Agency  Co.,  Inc.,  Dover,  Del. 

31  The  Atlantic  National  Bank  of  Jacksonville  (Fla.) 

32  First  National  Bank  of  Chateaugay  (N.  Y.) 

33  The  Easton  Trust  Company,  Easton,  Penna. 

34  The  Troy  Trust  Company,  Troy,  N.  Y. 

35  M  &  T  Trust  Company,  Buffalo,  N.  Y. 

36  Exchange  National  Bank  of  Olean  (N.  Y.) 

37  Scranton  Lackawanna  Trust  Co.,  Scranton,  Penna. 

38  The  Florida  National  Bank  of  Jacksonville  (Fla.) 

39  Nassau  County  Trust  Company,  Mineola,  N.  Y. 

40  Miners  Bank  of  Wilkes-Barre  (Penna.) 

41  Girard  Trust  Company,  Philadelphia,  Penna. 

42  The  First  National  Bank  of  Chicago  (111.) 

43  First  Union  Trust  and  Savings  Bank,  Chicago,  111. 

44  W.  A.  Davies,  H.  B.  Brown  and  J.  J.  McCarthy,  120 

Wall  St.,  New  York 

45  United  States  Corporation  Company,  Dover,  Del. 

46  J.  F.  McKenna  and  Others,  61  Broadway,  New  York 
47*  The  Company,  Ithaca,  N.  Y. 

48  Central  Republic  Trust  Company,  Chicago,  111. 

49  Lincoln-Alliance  Bank  and  Trust  Co.,  Rochester,  N.  Y, 

50  The  Huntington  National  Bank  of  Columbus  (Ohio) 

51  The   Company,   or  Agency   of  the   Company,  61 

Broadway,  New  York. 


•Interest  Payments — Coupons  at  24  and  registered  at  47. 
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Operating  Subsidiaries  of  Associated  Gas  and  Electric  Company 

HAVING  NO  SECURITIES  OUTSTANDING  WITH  THE  PUBLIC 


Arizona 

Arizona  General  Utilities  Company 

Arkansas 

Arkansas  General  Utilities  Company 

Connecticut 

The  Litchfield  Electric  Light  and  Power  Company 

Delaware 

The  Dover  Gas  Light  Company 

Florida 

San  ford  Gas  Company 

Indiana 

Loogootee  Water  Company 
Ohio  River  Power  Company 
Rising  Sun  Water  &  Light  Company 

Kentucky 

Hopkins  ville  Water  Company 
The  Owensboro  Gas  Company 

Louisiana 

Louisiana  Public  Utilities  Co.,  Inc. 

Maryland 

Associated  Maryland  Electric  Power  Corporation 
The  Maryland  Public  Service  Company 
Youghiogheny  Hydro-Electric  Corporation 

Missouri 

Missouri  General  Utilities  Company 
Missouri  Southern  Public  Service  Company 

New  Jersey 

Associated  Public  Utilities  Corporation 


New  Mexico 

The  Tucumcari  Light  and  Power  Company 

New  York 

Owego  Gas  Corporation 

The  Patchogue  Electric  Light  Company 

Spring  Brook  Water  Company 

Ohio 

The  Hilliard  Light  and  Power  Company 

The  Jefferson  Gas  Company 

The  New  Matamoras  Electric  Company 

The  New  Washington  Electric  Company 

The  North  Baltimore  Water  and  Electric  Company 

The  Paint  Township  Light  and  Power  Company 

The  Portsmouth  Gas  Company 

The  Van  Wert  Gas  Light  Company 

The  Wyandot  Light  &  Power  Company 

Oklahoma 

Panhandle  Public  Service  Company 

Pennsylvania 

Clarion  Water  Company 
Johnstown  Fuel  Supply  Company 
Penelec  Water  Company 
Solar  Electric  Company 

South  Dakota 

Sioux  Falls  Gas  Company 

Tennessee 

Dover  Power  Company 
Southern  Utilities  Company 
Tennessee  General  Utilities  Company 

Texas 

Texas  General  Utilities  Company 

Vermont 

Granville  Electric  Company 

Philippine  Islands 

Escudero  Electric  Service  Company 
North  Electric  Company 
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ANNUAL  REPORT 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1933 


Associated  Gas  and  Electric  Corporation 


(Incorporated  under  the  laws  of  the  State  of  Delaware,  June  7,  1922) 


Officers 

J.  I.  MANGE,  President   New  York 

F.  S.  BURROUGHS,  Vice-President   New  York 

J.  M.  DALY,  Vice-President   New  York 

H.  C.  HOPSON,  Vice-President   New  York 

S.  J.  MAGEE,  Vice-President   New  York 

0.  E.  WASSER,  Comptroller  Ithaca,  N.  Y. 

G.  A.  ARONSON,  Secretary   New  York 

J.  L.  RICE,  Jb.,  Treasurer   New  York 


Directors 

FREDERICK  S.  BURROUGHS  ....  New  York  SANFORD  J.  MAGEE  New  York 

Vice-President  Vice-President 

JOHN  M.  DALY   New  York  JOHN  I.  MANGE   New  York 

Vice-President  President 

HOWARD  C.  HOPSON   New  York  DANIEL  STARCH  New  York 

Vice-President  Daniel  Starch  and  Staff 


PRINCIPAL  OFFICE    ....    Dover,  Delaware 

Managers — Operating  Properties 
The  Utility  Management  Corporation 
120  Wall  Street,  New  York 


This  report  is  not  a  representation,  prospectus  or  circular  with  respect  to  any  securities  of  any 
corporation  and  is  not  transmitted  in  connection  with  any  sale  or  offer  to  sell  or  buy  any  stock 
or  security  cow  or  hereafter  to  be  issued  or  with  any  preliminary  negotiation  of  or  for  such  sales. 
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Associated  Gas  and  Electric  Corporation 


ANNUAL  REPORT 


For  the  Year  Ended  December  37,  7933 


UNIT  SALES  of  electricity  and  gas  during  1933  exceeded  1932  sales  by  5.0% 
and  1.7%  respectively.  Despite  this  fact,  gross  operating  revenues  in  1933 
were  4.1%  lower  than  in  the  previous  year.  Increases  in  output  were  not  accom- 
panied by  corresponding  increases  in  revenues  because  the  bulk  of  the  increased 
sales  was  made  to  industrial  users  who  pay  rates  in  the  lowest  brackets,  and 
because  rate  reductions  to  residential  users  of  electricity  resulted  in  smaller 
revenue  per  customer. 

Operating  economies  were  effected  without  interfering  unduly  with  standards 
of  service,  but  efforts  along  this  line  were  nullified  by  higher  taxes  and  by  higher 
labor  and  material  costs  incident  to  the  N.K.A.  There  was  a  balance  of  income 
for  the  year,  on  a  consolidated  basis,  of  $9,777,583.73. 

Comparison  of  Operating  Results  of  Corporation  and  Subsidiaries 


Gross  Operating  Revenues  

Years  ended  December  SI 

Decrease 

1933 

1932 1 

Amount 

% 

581,331,301.24 

$84,826,456.86 

$3,495,155.62 

4.1 

25.2* 
6.0 

Operating  Expenses,  Maintenance,  etc  

TflYPn   

$40,854,769.15 
7,681,516.18 
6,815,360.98 

$40,771,013.68 
6,131,437.78 
7,251,309.08 

$  83,755.47* 
1,550,078.40' 
435,948.10 

Provision  for  Retirements 

Total  Operating  Expenses,  Taxes,  etc. 
Net  Operating  Revenue  — 

555,351,646.31 

$54,153,700.54 

$1,197,885.77* 

$25,979,654.93 
1,807,126.06 

$30,672,696.32 
2,886,875.60 

$4,693,041.39 
1,079,749.54 

15.3 
37.4 

17.2 

Other  Tnetyme   

Gross  Income  -  -   

$27,786,780.99 

$33,559,571.92 

$5,772,790.93 

Deductions  from  Income: 

Operating  Utility  Companies  

Group  Companies,  etc. 

$12,380,330.07 
3,972,151.17 
1,656,716.02 

113,772,268.05 
4,347,644.37 
636,940.94 

$  391,937.98 
375,493.20 
1,019,775.08* 

3.0 
8.6 
160.1* 

1.4* 

Associated  Gas  and  Electric  Corporation  „ 

Total  Deductions  from  Income  -  

T*rtTAN^E   

$18,009,197.26 

$17,756,853.36 

$  252,343.90* 

$  9.777.583.73 

$15,802,718.56 

$0,025,134.83 

38.1 

*  Increase. 

t  Eevised  to  be  on  comparable  basis  with  1933,  except  as  to  interest  paid  to  Associated  Gas  and  Electric  Company 
by  Associated  Gas  and  Electric  Corporation. 

The  ahove  statement  excludes  all  income  received  or  receivable  from  Associated  Gas  and  Electric  Company  and  all 
deductions  dependent  thereon. 

Fixed  deductions  from  income  include  amortization  of  debt  discount  and  expense. 
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Income  for  the  year  ended  December  31,  1933 
was  also  reduced  as  the  result  of  a  change  in 
accounting  policy  with  respect  to  the  treatment 
of  amortization  of  debt  discount  and  expense  of 
the  Corporation  and  subsidiaries.  The  item  has 
been  included  in  the  income  statement,  so  as  more 
accurately  to  portray  the  total  actual  interest 
charge  for  long  term  borrowings,  although  such 
amortization  of  course  involves  no  current  cash 
outlay  and  the  low  price  of  most  corporate 
interest-bearing  obligations  causes  the  current 
yield  basis  to  have  the  greatest  significance  to 
the  average  investor.  The  debt  discount  and 
expense  subject  to  future  amortization,  which 
had  previously  been  charged  to  capital  surplus, 
was  restored  to  the  balance  sheet. 

Under  date  of  May  15,  1933,  Associated  Gas 
and  Electric  Company,  of  which  Associated  Gas 
and  Electric  Corporation  is  the  immediate  sub- 
sidiary, announced  to  the  holders  of  its  Deben- 


tures its  Plan  of  Rearrangement  of  Debt  Capi- 
talization. Holders  were  given  the  privilege  of 
exchanging  Debentures  of  Associated  Gas  and 
Electric  Company  for  Convertible  Debentures, 
due  1973  or  Income  Debentures,  due  1978  of 
Associated  Gas  and  Electric  Corporation.  The 
principal  amount  of  the  two  classes  of  Debentures 
issued  during  1933  in  connection  with  the  Plan 
was  $65,610,535.00. 

As  these  Debentures  were  not  outstanding  for 
the  full  twelve-months'  period,  and  as  the  prin- 
cipal amount  outstanding  has  been  greatly  in- 
creased since  December  31,  1933  by  additional 
exchanges  under  the  Plan,  the  interest  charges  of 
Associated  Gas  and  Electric  Corporation  for  the 
year  ended  December  31,  1933  are  not  represen- 
tative of  what  they  will  be  in  the  future.  The 
following  is  a  statement  of  funded  debt  outstand- 
ing October  31,  1934,  and  annual  interest  charges 
of  the  Corporation  thereon: 


H%  TWidn,  dim  1  (Ufl   

Principal 
Amount 

Annual 
Interest 

$  9,585,300 
50,000,000 

*  766,824.00 
2,406,940.60 

(Irmwrtihlp  Dphpntm-pq,  rlnp  1073   

Total  fixed  interest  obligations   -        _..    

t  59,585,300 
56,680,486 

*3,173,764.60 
2,221,226.35 

Tnpftmfl  TlphpjitiTrpa,  rinp  1978 

ftrrmd  tnl.ol   

#116,265,786 

$5,394,990.95 

The  principal  change  in  consolidated  capital- 
ization during  the  year  1933  was  the  issuance  of 
Convertible  Debentures,  due  1973,  and  Income 
Debentures,  due  1978,  of  Associated  Gas  and 
Electric  Corporation  in  connection  with  the  Plan 
of  Rearrangement  of  Debt  Capitalization  of  Asso- 
ciated Gas  and  Electric  Company.  There  were 
also  changes  as  the  result  of  exchange  offers  for 
underlying  issues  and  on  account  of  the  retire- 
ment and  extension  of  maturing  issues,  etc. 
Details  of  changes  in  consolidated  capitalization 
will  be  found  on  pages  16  and  17. 

In  view  of  the  uncertainties  affecting  price 
levels  and  the  value  of  investments,  Associ- 
ated Gas  and  Electric  Corporation  transferred 
$168,000,000  from  capital  surplus  to  reserve  for 
contingencies  in  1932.  Of  this  amount,  $130,- 
000,000  has  been  applied  in  consolidation  against 


investments  in  subsidiaries  and  $2,000,000  has 
been  used  to  reduce  the  investments  in  subsidiary 
companies  not  consolidated,  leaving  a  balance  of 
$36,000,000  in  the  consolidated  reserve  for  con- 
tingencies at  December  31,  1933. 

The  consolidated  Reserve  for  Federal  Income 
Taxes  at  December  31,  1933  amounted  to  $6,533,- 
627.43.  Additional  taxes  have  been  asserted  for 
years  examined  (in  most  instances  through  1928), 
and  there  are  indications  of  additional  assertions 
for  subsequent  years.  The  assertions  are  being 
contested,  and  on  the  basis  of  determinations  for 
closed  years,  the  final  liability  should  be  mate- 
rially less  than  the  amount  reserved,  but,  owing 
to  the  various  issues  involved,  cannot  at  this  time 
be  estimated. 

The  absence  of  a  bond  or  security  market, 
caused  largely  by  the  stringent  regulations  of  the 
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Securities  Act,  has  made  it  difficult  to  finance  at  the  date  of  publication  of  this  report.  The 
maturing  obligations.  Despite  this  fact,  all  1934  progress  made  in  reducing  maturing  obligations 
maturities  of  funded  debt  had  been  provided  for    is  shown  in  the  following  table : 


Notes  payable  and  advances  from  financing  companies... 

Funded  debt  of  operating  companies  „... 

Other  maturing  nhli^nf „,      „ 

Funded  debt  of  subsidiaries  past  due.....  -   


Obligat  ions  Maturing  In 
1934-1935  1934-1935  1933-1934-1935 


Outstanding 
At  Oct.  31, 1934 


§5,930,581 
477,000 
559,700 


Outstanding 
At  Dec.  31, 1933 


Outstanding 
At  Dec.  31, 1932 


$  3,916,601 
5,377,100 
1,166,500 
150,000 

$10,610,201 


$  5,790,300 
8,748,500 
2,663,000 
50,500 

$17,252,300 


Promotional  efforts  of  the  New  Business  De- 
partment helped  to  offset  the  declines  in  revenue 
brought  about  by  lower  rates,  losses  of  customers 
and  curtailment  of  service  by  existing  customers. 
The  Employee  Business  Building  Plan  was  par- 
ticularly successful  in  obtaining  prospects  for 
eleetric  and  gas  appliances.  Continuous  efforts 
are  being  made  to  give  assistance  to  all  retail 
organizations  engaged  in  the  distribution  of 
electric  and  gas  appliances. 


which  have  risen  at  an  alarming  rate, 
have  been  further  increased  by  the  Revenue  Act 
passed  by  the  last  session  of  Congress.  Com- 
panies under  common  ownership  are  no  longer 
allowed  to  file  consolidated  Federal  income  tax 
returns,  which  have  been  permitted  since  1921. 
Each  subsidiary  company  is  subject  to  tax  on 
its  own  account,  thus  making  it  impossible  to 
apply  the  interest  charges  of  the  parent  company 
against  the  free  earnings  of  subsidiaries  and  com- 
pute the  tax  on  the  net  income  of  the  entire  group. 
The  new  law  is  particularly  severe  on  groups  such 
as  the  Associated,  which  have  kept  underlying 
debt  at  a  minimum  and  provided  for  ma j  or 
financing  with  interest-bearing  holding  company 
securities. 

Rate  reductions  during  the  year  1933  among  op- 
erating subsidiary  companies  were  substantial, 
those  in  New  York  State  alone  being  estimated  to 
amount  to  $1,500,000  annually.  Hostile  legisla- 
tion has  also  added  to  the  future  uncertainty  of 
the  public  utility  business.    In  April,  1934,  ten 


bills  affecting  utilities  became  law  in  New  York 
State.  Some  of  these  bills  are  exceedingly  dan- 
gerous to  the  interests  of  utility  security  holders. 

There  is  continued  agitation  to  force  a  whole- 
sale reduction  of  utility  rates  regardless  of  the 
effect  on  the  economic  structure  of  the  companies 
or  their  ability  to  serve  the  public  adequately. 
The  proponents  of  these  rate  reductions  com- 
pletely ignore  the  fact  that  rates  have  been 
steadily  and  voluntarily  reduced,  that  the  cost 
of  operating  has  mounted  due  to  the  increase  of 
wages,  the  lessening  of  working  hours  and  greater 
cost  of  material  used,  and  that  the  tax  burden 
of  the  utility  industry  has  risen  to  almost  un- 
believable heights.  Even  if  successful  in  accom- 
plishing this  purpose  the  benefit  to  the  average 
domestic  consumer  would  be  negligible  in  amount 
but,  taken  in  the  aggregate,  would  ruin  a  most 
essential  industry. 

In  accordance  with  established  policy,  the  ac- 
counts of  the  Corporation  and  of  the  constituent 
companies  have  been  examined  by  Messrs.  Has- 
kins  &  Sells,  Certified  Public  Acccountants,  ex- 
cept the  Manila  companies,  which  have  been 
audited  by  other  certified  public  accountants.  A 
copy  of  the  report  of  Messrs.  Haskins  &  Sells 
will  be  found  on  pages  6  to  14. 

Respectfully  submitted, 

FOR  THE  BOARD  OF  DIRECTORS, 

J.  I.  MANGE, 

President. 


November  20,  1934. 


HASKINS  &  SELLS 


15  BROAD  STREET 
NEW  YORK 


ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
AND  SUBSIDIARY  COMPANIES 


ACCOUNTANTS'  REPORT 

Consolidated  Statements 
Exhibit  A — Consolidated  Balance  Sheet,  December  31,  1933. 

Exhibit  B  —  Statement  of  Consolidated  Income  for  the  Yeae  Ended  December  31,  1933. 

Exhibit  C  —  Statements  of  Consolidated  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1933. 


Parent  Company  Statements 
Exhibit  D  —  Balance  Sheet,  December  31,  1933. 

Exhibit  E  —  Statement  of  Income  foe  the  Year  Ended  December  31,  1933. 

Exhibit  F —  Statements  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  Decembee  31,  1933. 


New  York, 
September  29,  1934. 


HASKINS  &  SELLS 

CERTIFIED  PUBLIC  ACCOUNTANTS 


15  BROAD  STREET 
NEW  YORK 


ACCOUNTANTS'  REPORT 


Associated  Gas  and  Electric  Corporation : 

"We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and  Electric  Corporation 
and  the  consolidated  balance  sheet  of  the  corporation  and  subsidiary  companies  as  of  December  31, 
1933,  and  of  the  related  statements  of  income  and  surplus  for  the  year  1933.  In  connection  there- 
with we  examined  or  tested  accounting  records  and  other  supporting  evidence  of  the  corporation 
and  of  the  subsidiary  companies  included  in  the  consolidation,  excepting  the  Manila  companies,  but 
we  did  not  make  a  detailed  audit  of  the  transactions.  In  accordance  with  the  parent  company's 
practice  the  accounts  of  the  Manila  companies,  which  were  not  examined  by  us,  are  included  in  the 
consolidated  statements  on  the  basis  of  companies'  reports  as  of  October  31,  1933,  adjusted  for 
November  and  December,  1933,  earnings. 

Fixed  capital  (plant,  property,  equipment,  etc.)  has,  with  minor  exceptions,  been  revalued  as 
of  dates  prior  to  1933  at  estimated  reproduction  cost  including  an  allowance  for  going  value  and 
other  intangibles.  The  related  retirement  reserves  were  also  adjusted  in  this  connection.  We  have 
not  undertaken  to  verify  these  valuations.  The  capital  surplus  resulting  from  these  revaluations  has 
been  eliminated  in  consolidation  against  the  carrying  value  of  investments  in  subsidiary  companies. 

Investments  are  carried  at  cost  or  companies'  valuations  and  do  not  purport  to  represent  realiz- 
able values  at  December  31,  1933. 

In  the  consolidated  balance  sheet  $130,000,000  of  the  $168,000,000  reserve  for  contingencies 
created  by  Associated  Gas  and  Electric  Corporation  in  1932  from  capital  surplus  has  been  applied, 
as  in  1932,  against  investments  in  consolidated  subsidiaries,  and  in  addition  at  December  31,  1933. 
$2,000,000  of  the  reserve  has  been  applied  in  consolidation  agaiust  investments  in  subsidiary  com- 
panies not  consolidated,  leaving  a  balance  of  $30,000,000  in  the  reserve  for  contingencies  in  the 
consolidated  balance  sheet  at  December  31,  1933. 

It  is  the  policy  of  the  operating  companies,  in  general,  to  make  provision  for  retirements  in 
amounts  which,  when  added  to  maintenance  expenditures,  equal  fixed  percentages  of  gross  operat- 
ing revenues,  less  gas  or  power  purchased,  rather  than  on  the  basis  of  the  amortization  of  fixed 
capital  over  the  estimated  life.  As  a  result  of  this  policy  no  provision  for  retirements  was  made 
during  the  year  in  the  case  of  certain  minor  companies. 

During  the  year  the  policy  of  deducting  debt  discount  and  expense  from  capital  surplus  was 
discontinued,  except  in  the  case  of  certain  discounts  or  premiums  absorbed  by  holding  companies 
on  notes  or  bonds  of  subsidiaries,  and  the  policy  of  amortizing  such  discount  and  expense  over  the 
life  of  the  indebtedness  by  charges  to  operations  was  adopted.  In  this  connection  adjustments  were 
made  to  restate  the  accounts  to  this  basis  as  of  January  1,  1933. 

Certain  of  the  underlying  companies  take  up  as  earnings,  available  for  interest  and/or  dividend 
charges,  the  undistributed  earnings  of  their  subsidiaries.  The  income  of  Associated  Gas  and  Electric 
Corporation  from  subsidiaries  as  shown  in  the  accompanying  statement  of  income  on  a  parent  com- 
pany basis  includes  credits  for  interest  and/or  dividends  out  of  such  earnings. 

In  our  opinion,  subject  to  the  foregoing  and  to  final  determination  of  liability  for  Federal 
income  taxes,  the  accompanying  balance  sheets  and  related  statements  of  income  and  surplus,  with 
notations  thereon,  of  Associated  Gas  and  Electric  Corporation  and  of  the  corporation  and  subsidiary 
companies  consolidated,  fairly  present  the  financial  condition  as  of  December  31,  1933,  and  the 
results  of  operations  for  the  year  ended  that  date. 


New  York, 
September  29,  1934. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 


CONSOLIDATED  BALANCE  SHEET 

December  31,  1933 
ASSETS 

Fixed  Capital: 

Plant,  property,  equipment,  etc.  (including  going  value  and  other  intangibles)  at  estimated  repro- 
duction cost  (with  minor  exceptions)  at  various  dates  of  revaluation  plus  subsequent  additions  at 
cost,  less  retirements,  and  $103,309,552.67  uneliminated  balance  of  investments  in  subsidiaries.™  $746,359,29; 
Investments — At  Cost  or  Companies'  Valuation: 

In  subsidiary  companies  not  consolidated  and  affiliated  companies  (including 

advances,  open  accounts,  etc.)   „  _   $47,778,706.07 

Investments  (of  subsidiaries)  in  Associated  Gas  and  Eleetric  Company  (less 
reserve,  (84,713,299.95)  (approximate  market  value,  $1,600,000.00,  based  on 
quotations  for  nominal  transactions)  .   „  „„      „     56,442,177.83 

Other  (consists  principally  of  securities  earried  in  a  group  valuation;  market 
value  of  securities  for  which  quotations  are  available,  approximately  $2,140,000)      24,605,306.26  128,826,19i 

Special  Deposits  for  Sinking  Funds,  etc     „  _  _    „  


Special  Deposits  for  Matured  Bond  Interest,  etc.  (contra)   

Cash  (including  working  funds)    _     „  _  _ 

Time  Certificates  of  Deposit          _  „    _   

Accounts  Receivable  : 

Consumers   ~   _„    $  7,273,997.40 

Appliances  and  miscellaneous  (including  $837,251.33  appliance  accounts  pledged 
against  advances  from  financing  companies;  and  $240,022.33  miscellaneous 
accounts  due  from  officers  and  employees)   „    3,050,561.33 


$10,324,558.73 


Less  reserve  for  doubtful  accounts   ..  „  1,146,219.22 


Materials  and  Supplies  and  Merchandise  (book  inventories)   _  „  

Prepaid  Expenses   _  _  


Unamortized  Debt  Discount  and  Expense- 


Miscellaneous  Unadjusted  Debits  (including  balances  in  closed  banks,  $275,247.62) 
Total   


Notations:  Certain  securities  of  subsidiary  companies  which  eliminate  in  the  above  statement  are  pledged  as  collateral 
to  funded  debt  and  notes  payable  or  deposited  under  escrow  or  other  agreements.  There  has  also  been 
pledged  as  collateral  under  an  indenture  covering  funded  debt  of  a  subsidiary  company,  securities  rep- 
resenting investments  in  Associated  Gas  and  Electric  Company  included  in  the  above  statement  at 
$5,782,500. 

Interest  was  past  due  on  certain  bonds  of  subsidiary  companies  at  December  31,  1933.  The  principal 
amounts  of  such  bonds  held  by  the  public  were  as  follows:  American  Utilities  Company  6s,  due  1945, 
$410,500  and  6V2S,  due  1941,  $50,000;  Florida  Public  Service  Company  6s,  due  1955,  $1,623,800  and 
7s,  due  1934,  $107,900;  General  Gas  &  Electric  Corporation  5s,  due  1933  to  1935,  $970,000  (including 
$133,000  principal  also  past  due)  ;  Rochester  Central  Power  Corporation  5s,  due  1953,  $2,401,500 ;  South- 
ern lee  and  Utilities  Company  6V28,  due  1932,  $17,000  (principal  also  past  due).  Provision,  however, 
has  been  made  in  the  above  statement  for  the  interest  accrued  to  December  31,  1933. 
Dividends  were  in  arrears  at  December  31,  1933,  on  preferred  stocks  of  the  following  subsidiary  com- 
panies: American  Utilities  Company,  Broad  River  Power  Company,  Florida  Public  Service  Company, 
General  Gas  &  Electric  Corporation,  New  York  Central  Electric  Corporation,  Ohio-Midland  Light  and 
Power  Company,  Rochester  Central  Power  Corporation,  and  Southern  Ice  and  Utilities  Company.  Pro- 
vision, however,  has  been  made  for  accrued  dividends  to  December  31,  1933,  on  these  stocks  in  the 
above  statement  except  dividends  amounting  to  $30,894.50  on  the  stocks  of  American  Utilities  Company 
and  Southern  Ice  and  Utilities  Company. 

Certain  intercompany  investments  in  bonds  and  preferred  stocks  which  eliminate  in  the  above  state- 
ment are  subject  to  a  purchase  option  given  to  a  group  of  affiliated  securities  companies  (all  indirect 
subsidiaries  of  Associated  Gas  and  Electric  Corporation  not  consolidated  in  the  above  statement)  to  acquire 
the  bonds  and  preferred  stocks  at  three  points  under  the  market  price  at  the  time  of  sale.  An  affiliated 
interest  holds  an  option  to  purchase,  for  approximately  $157,000,  certain  stock  included  (in  a  group 
valuation)  in  "Investments — Other"  in  the  above  statement. 

Associated  Gas  and  Electric  Corporation  is  contingently  liable  as  guarantor  of  obligations  of  a  sub- 
sidiary securities  company,  not  consolidated,  amounting  to  approximately  $175,000. 

EXHIBIT  A 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  BALANCE  SHEET 
December  31,  1933 
LIABILITIES 

Capital  Stock  and  Surplus: 

Asaoci.it.rd  Gas  and  Electric  Corporation: 

Capital  stock-  ■  (5, 7 10,000  shares  with  a  par  value  of  $1.00  each,  authorized 

and  outstanding   ......  „        $  7,398,000.00 

Consolidated  surplus — Kxhibit  C: 

Capital    „          335,7]  5,1 1 4.44 

Corporate   ..  ™    3,838,24.1.38 

Subsidiary  companies: 

General  Gas  &  Electric  Corporation  preferred  and  common  stocks  (including 

minority's  portion  of  surplus)  „  „    —  39,822,065.49 

Other  subsidiary  companies : 

Preferred            ~   —   35,091,933.33 

Common  (including  applicable  surplus)    63,982.72  §421,929,939.36 


Funded  Debt  (Including  Obligations  to  Deliver)  and  Interest-Bearing  Scrip: 
Associated  Gas  and  Electric  Corporation: 

8%  bonds,  due  1940      -  -   $  9,890,400.00 

Convertible  debentures,  due  1973    41,940,875.00 

Income  debentures,  due  1978   _      -      23,069,660.00  $  75,500,935.00 


Subsidiary  companies: 

Operating  utility  companies  (including  $4,S36,100  due  in  1934)    184,110,300.00 

Group  and  other  companies  (including  $465,500  due  in  1934)   -       64,332,991.79  323,944,226.79 


Due  to  Stockholder — Associated  Gas  and  Electric  Company  ,  —  ~  494,652.71 

Matured  Bond  Interest  (unprescnted  coupons),  etc.  (contra)   797,509.92 

Advances  prom  Financing  Companies  (appliance  accounts  receivable  pledged  as  collateral)    467,265.89 

Notes  Payable  (including  82,520,000  covered  by  pledge  of  bonds  of  subsidiary  companies  eliminated 

in  consolidation)   ~    3,419,335.03 

Accounts  Payahle  (including  $150,000  past-due  bonds  and  notes  of  subsidiary  companies)    2,975,951.21 

Accrued  Taxes  (exclusive  of  Federal  income  taxes)   ~~   2,512,283.33 

Interest  and  Miscellaneous  Accruals  (including  $191,050.10  past-due  interest  on  bonds  and  notes 

of  subsidiary  companies)     —  .  ~ —   5,717,4S0,(i() 

Consumers'  Service  and  Link  Deposits  .     -      —  4,075, ::u3.~>0 

Reserve  for  Federal  Income  Taxes  (subject  to  final  determination)   „    —  6,533,627.43 

Reserve  for  Retirements  (replacements  and  renewals)  op  Fixed  Capital  (including  adjustments 

resulting  from  revaluation)  .  ,  ™_™  —     51,720, ">9.k40 

Reserve  fos  Contingencies  (created  from  capital  surplus)  —    —  30,000,000.00 

Reserve  for  Conversion  op  Fixed  Interest  Debentures  op  Associated  Gas  and  Electric  Cor- 
poration into  Income  Debentures  ™-_     —  —  -  -  ~  -  41,940,875.00 

Contributions  for  Extensions—  Nonrefundable  — - — ,   —  -  2,064,905.89 

Miscellaneous  Reserves  and  Unadjusted  Credits  (including  accrued  cumulative  dividends  not  cur- 
rently being  paid  on  preferred  stocks  of  subsidiaries) —    —    —  -  3,1G4,0S6.04 


Total   ™  -    .      -    f 907,794,001.10 


Notations  (Continued.)  :  The  companies  have  a  contingent  liability  on  account  of  claims  for  Federal  income  taxes 
(which  are  being  contested)  in  connection  with  returns  in  which  the  corporation  and  its  subsidiaries  were 
consolidated  with  other  companies  in  the  Associated  Gas  and  Electric  System.  The  claims  for  years 
examined  (in  most  instances  through  1928)  and  indicated  claims  for  subsequent  years  exceed  the  amount 
of  reserve  for  Federal  income  taxes  provided  above,  but  owing  to  the  various  issues  involved  the  final 
liability  cannot  at  this  time  be  estimated. 

In  connection  with  the  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and  Electric 
Company,  the  corporation  has  declared  a  distribution  out  of  surplus  of  an  amount  not  to  exceed 
$300,000,000  payable  in  debentures  of  the  corporation  from  time  to  time  as  shall  be  required  for  delivery 
by  Associated  Gas  and  Electric  Company  for  exchanges  pursuant  to  the  Plan.  There  bad  been  issued 
under  the  Plan  and  charged  to  capital  surplus  up  to  December  31,  1933,  $65,610,535  principal  amount 
of  debentures  of  the  corporation. 


EXHIBIT  A 


Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1933 


Operating  Eevenues: 

Electric   —    *  ,   „_„__  §64,270,440.95 

Gas  ™_    10,844,081.24 

Steam  heating,  water,  ice,  transportation,  etc.  ._      „    6,210,779.05 

Operating  Expenses  and  Taxes: 

Operating  expenses       „  $34,348,882.39 

Maintenance  ™     m    6,505,886.76 

Provision  for  retirement  (replacements,  renewals,  etc.)  of  fixed  capital  _.  ~~  6,815,360.98 

Provision  for  taxes  (including  companies'  estimate  for  Federal  income  taxes)   7,681,516.18 

Operating  Income    „           

Other  Income: 

Interest  and  dividends  on  investments,  etc.: 

Subsidiary  company  not  consolidated           $  20,714.52 

Affiliated  companies   „      501,944.77 

Other   418,635.13 

Income  of  subsidiary  management  and  appliance  companies  _  1,326,743.53 


2,268,037.95 


Less  non-operating  expenses  _  -        460,911.89 

Gross  Income          

Deductions  from  Income: 
Subsidiary  companies: 

Operating  utility  companies : 

Interest  on  funded  debt  „  -  -    $  9,303,613.64 

Interest  on  unfunded  debt     ~  -   385,598.85 

Interest  during  construction   (credit)  ......  ..  „    „  150,979.21 

Amortization  of  debt  discount  and  expense  .   „  ..   773,841.06 

Dividends  on  preferred  stocks  paid  and  accrued  _    2,068,255.73  $12,380,330.07 


Group  companies: 

Interest  on  funded  debt   _  _  $  3,129,949.84 

Interest  on  unfunded  debt   _    —   287,054.01 

Amortization  of  debt  discount  and  expense    498,327.32 

Dividends  accrued  on  preferred  stock   ..  -  56,820.00  3,972,151.17 


Balance 


Associated  Gas  and  Electric  Corporation: 
Interest  on: 

Fixed  interest  debentures          $  1,202,686.16 

Unfunded  debt      „   78,303.86 

Income  debentures      ,   302,907.62 

Amortization  of  debt  discount  and  expense    ~  -  72,818.38 


Balance  op  Income  (see  notation  below) 


Notation:  The  above  statement  does  not  include  (1)  income  of  subsidiaries  derived  from  investments  in  Associated 
Gas  and  Electric  Company  (2)  interest  and  dividends  paid  or  payable  from  income  attributable  to  invest- 
ments in  Associated  Gas  and  Electric  Company.  These  items  have  been  credited  or  charged  to  corporate 
surplus. 


EXHIBIT  B 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
STATEMENTS  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1933 

Corporate  Capital 
Surplus  Surplus 

Balance,  January  1,  1033  _  _  -         $     684,920.67  $447,050,632.68 

additions: 

Balance  of  income  for  the  year — Exhibit  B  „  ..   9,777,583.73 

Incomo  of  subsidiaries  attributable  to  investments  in  Associated  Gas  and  Elec- 
tric Company   _..   ™  _  _..  _    „  622,439.54 

Net  operating  profit  of  subsidiary  engineering  and  purchasing  companies,  etc., 

(including  approximately  $108,000  arising  from  construction  fees  capitalized)....-  189,355.53 

Distribution  from  subsidiary  securities  company  not  consolidated   620,000.00 

Transfer  to  deferred  debit  items  in  balance  sheet  and  to  corporate  surplus  of  debt 
discount  and  expense  which  wfis  deducted  from  capital  surplus  to  December  31, 
1932,  less  discount  and  premium  absorbed  by  holding  companies  on  bonds  Bold 

or  retired  in  1933  „          ™   11,248,867.94 

Miscellaneous              480,311.89  380,245.94 


Total  .....  ..  _  _  _    $11,754,611.36  $459,308,796.56 


Deductions  : 

Dividends  on  common  stock  of  Associated  Gas  and  Electric  Corporation   $  5,680,000.00    *$  65,610,535.00 

Provision  for  reserve  for  conversion  of  fixed  interest  debentures  of  Associated 

Gas  and  Electric  Corporation  into  income  debentures    41,940,875.00 

Cumulative  dividends  unpaid  on  preferred  stocks  of  General  Gas  &  Electrie  Cor- 
poration (dependent  upon  income  from  investments  in  securities  of  Associated 
Gas  and  Electric  Company  on  none  of  which  is  any  income  being  currently 

received)  _  „„.  „  ™    ^...™„„  ™™.   808,515.00 

Adjustment  of  minority  interest  in  surplus  of  subsidiaries   347,426.79  264,105.09 

Amortization  of  debt  discount  and  expense  applicable  to  prior  years  and  premium 

and  discount  on  reacquisitious,  etc.  (net)            1,022,659.86 

Additional  amount  charged  to  capital  surplus  in  consolidation  in  connection  with 

elimination  of  intercompany  investments    12,094,235.39 

Adjustment  of  book  value  of  fixed  capital  assets  (not)     3,468,651.83 

Miscellaneous           __™  652,619.91  215,279.81 


Total       -    S  7,916,367.98  $123,593,682.12 


Balance,  December  31,  1933  ......  —  -   $  3,838,243.38  $335,715,114.44 


Notation:    "Represents  distribution  in  convertible  debentures  due  1973  and  income  debentures  due  1978  in  connection 
with  the  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and  Electric  Company. 
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Associated  Gas  and  Electric  Corporation 

(Incorporated  in  Delaware) 
BALANCE  SHEET 

December  31,  1933 

ASSETS 

Investments  (at  cost  or  company's  valuation) : 
Subsidiary  companies: 

Common  stocks,  including  due  bills      „    „   $242,040,339.37 

Preferred  stocks  —  »   50,007,127.96 

Bonds,  including  due  bills — Principal  amount,  $45,535,700  (of  which  $102,000 

are  pledged)   -  _  -  -    .    42,229,475.65 

Interest-bearing  scrip — Principal  amount,  $6,051.61     _    1,210.73 

Interest-beariug  convertible  obligations— Principal  amount,  $285,032,000    285,032,000.00 

Notes  and  accounts  receivable,  etc.      ™,   __™     „  19,685,439.79 

Affiliated  companies: 

Accounts  receivable    -  ~      944,423.76 

Notes  Receivable — Other  _      

Special  Deposits  foe  Matured  Bond  Interest  (contra)    

Other  Special  Deposits    

Cash   _ —     

ACCBI  BO  INTEREST  Receivable  on  Bonds,  Notes,  Etc.,  of  Subsidiary  Companies   

Deferred  Debit  Items: 

Unamortized  debt  discount  and  expense  „  _  „   $  452,080.82 

Miscellaneous    ,   4,375.14 


Total 


LIABILITIES 

Capital  Stock  and  Surplus: 

Capital  stock — 6,710,000  shares  with  a  par  value  of  $1.00  each,  authorized  and 

outstanding    „.      -    $  7,398,000.00 

Surplus — Exhibit  F: 

Capital     >           340,674,026.21 

Corporate   -    -  „     1,048,154.84 


Funded  Debt  (including  obligations  to  deliver)  : 

8%  bonds,  due  1940  ._  —  -  .....    -   $  9,890,400.00 

Convertible  debentures,  due  1973  .„  ..   41,940,875.00 

Income  debentures,  due  1978   ™.   —  23,669,660.00 


Due  to  Stockholder — Associated  Gas  and  Electric  Company   (including  accrued  dividend  of 

$300,000.00)   -  .  

Matured  Bond  Intekkst  (unprescnted  coupons)  (c,ont.ra)    

Accounts  Payable  — . — —  

Accrued  Taxes  (exclusive  of  Federal  income  tax)  — — —    

Accrued  Interest  on  Funded  Debt  —  — 

Reserve  for  Federal  Income  Taxes  (subject  to  final  determination)   _    

Reserve  for  Contingencies  (created  from  capital  surplus)   ~ 

Reserve  for  Conversion  of  Fixed  Interest  Debentures  into  Income  Debentures — —  

Miscellaneous  Reserves  and  Unadjusted  Credits  ™   — 


Tot  at. 


Notations:  Certain  bonds  of  subsidiary  companies  included  above  in  investments  are  subject  to  a  purchase  option 
given  to  a  group  of  subsidiary  securities  companies  to  acquire  the  bonds  at  three  points  under  the  market 
price  at  the  time  of  sale. 

In  connection  with  the  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and  Electric 
Company,  the  corporation  has  declared  a  distribution  out  of  surplus  of  an  amount  not  to  exceed  $300,- 
000,000  payable  in  debentures  of  the  corporation  from  time  to  time  as  shall  be  required  for  delivery  by 
Associated  Gas  and  Electric  Company  for  exchanges  pursuant  to  the  Plan.  There  had  been  issued  under 
the  Plan  and  charged  to  capital  surplus  up  to  December  31,  1033,  $65,610,535  principal  amount  of  deben- 
tures of  the  corporation. 

The  corporation  is  contingently  liable  as  guarantor  of  obligations  of  a  subsidiary  amounting  to  approxi- 
mately $175,000. 

The  corporation  has  a  contingent  liability  on  account  of  claims  for  Federal  income  taxes  (which  are 
being  contested)  in  connection  with  returns  in  which  the  corporation  and  its  subsidiaries  were  consoli- 
dated with  other  companies  in  the  Associated  Gas  and  Electric  System.  The  claims  for  years  examined 
(in  most  instances  through  1928)  and  indicated  claims  for  subsequent  years  exceed  the  amount  of  reserve 
for  Federal  income  taxes  provided  above  but  owing  to  the  various  issues  involved  the  final  liability  can- 
not at  this  time  be  estimated. 

EXHIBIT  D 


Page  twelve 


Associated  Gas  and  Electric  Corporation 

STATEMENT  OF  INCOME 

For  the  year  ended  December  31,  1933 

Income: 

From  subsidiary  companies: 

Dividends  on  common  stocks  (less  $2,425,000.00  applied  against  undistributed  earnings  taken 

up  in  prior  period)      $1,600,000.00 

Interest  on: 

Bonds    $2,639,703.12 

Notes,  accounts,  and  convertible  obligations    4,952,099.32  7,591,862.44 


Federal  income  taxes  accrued  by  subsidiaries  ou  individual  company  basis   543,734.04 


Total 


Deductions  from  Income: 

Provision  for  taxes  (including  corporation's  estimate  for  Federal  income  tax)   $1,327,231.11 

General  expenses,  etc.  „  ~.  -   —  -  „   113,967.49 


Total      „___           $9,735,596.48 

Interest  on  notes  and  accounts  of  affiliated  companies   230,168.18 

Interest  on  bank  balances,  etc.     __.    1,642.86 


Balance            -    -  $8,526,208.92 

Interest  on: 

Fixed  interest  debentures    ™       $1,202,686.16 

Unfunded  debt   ~    ~~      78,303.86 

Income  debentures    -  ~      302,907.62 

Amortization  of  debt  discount  and  expense   „  .....                           72,818.38  1,656,716.02 


Balance  op  Income  (see  notation  below)    $6,869,492.90 


Notation:  The  above  statement  does  not  include  income  attributable  to  investments  of  the  corporation  or  its  sub- 
sidiaries in  securities  of  Associated  Gas  and  Eleetric  Company,  which  has  been  credited  direct  to  corporate 
surplus. 


EXHIBIT  E 
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Associated  Gas  and  Electric  Corporation 


STATEMENTS  OF  CORPORATE  AND  CAPITAL  SURPLUS 


For  the  year  ended  December  31,  1933 


Balance,  January  1,  1933  . 


Additions  : 

Balance  of  income  for  the  year — Exhibit  E  , 


Income  attributable  to  investments  of  the  corporation  and  itB  subsidiari 
Associated  Gas  and  Electric  Company  _„       


Distribution  from  subsidiary  securities  company   ,    

Transfer  to  deferred  debit  items  in  balance  sheet  and  to  corporate  surplus  of 
debt  discount  and  expense  which  was  deducted  from  capital  surplus  to  Decem- 
ber 31,  1932   

Miscellaneous      ~  _  ~.      ~  

Total            


Corporate  Capital 
Surplus  Surplus 

$  145,560.00  $447,854,597.57 


6,869,492.90 
137,727.43 


10,125.63 


584,252.49 
3,117.44 


$7,102,905.96  $449,061,967.50 


Deductions: 

Dividends  on  common  stock  (including  accrual  of  $300,000.00) 


Provision  for  reserve  for  conversion  of  fixed  interest  debentures  into  income 
debentures  _       

Adjustment  of  earnings  since  acquisition  of  subsidiary  companies  (net)  ~  .-  

Adjustment  of  Federal  income  taxes  _™.     „.      


Loss  on  investments  in  securities  of  subsidiary  companies  (net)- 
Forgiveness  of  indebtedness  due  from  subsidiary  company...™.  


Amortization  of  debt  discount  and  expense  applicable  to  prior  years.... 
Miscellaneous    _    —   


$5,680,000.00 


114,50S.64 
254,969.34 


57,029.49 
8,243.65 


'$  65,610,535.00 
41,940,875.00 


767,276.43 
50,000.00 


Balance,  December  31,  1933 


$6,114,751.12  $108,387,941.29 


$1,048,154.84  $340,674,026.21 


Notation:    *  Represents  distribution  in  convertible  debentures  due  1973  and  income  debentures  due  1978  in  connection 
with  the  Plan  of  Bearrangement  of  Debt  Capitalization  of  Associated  Gas  and  Electric  Company. 


EXHIBIT  F 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  CAPITAL  RECEIPTS  AND  CAPITAL  DISBURSEMENTS 

December  31,  1932  to  December  31,  1933 

CAPITAL  RECEIPTS 

Cash  Balance  at  December  31,  1932   -  -  $  6,358,418.30 

Receipts  for  the  year  ended  December  31,  1933: 

Balance  of  undistributed  earnings — transferred  to  surplus    _   9,777,583.73 

Decrease  in  fixed  capital  (including  $14,995,556.36  reduction  in  uneiiminated  balance  of  invest- 
ments in  subsidiaries)      „        ~  —  22,913,712.81 

Decrease  in  investments   ~  .....   _    -   1,344,390.45 

Capital  securities  issued— net  (including  securities  issued  under  Plan  of  Bear  ran  gement  of  Debt 
Capitalization  of  Associated  Gas  and  Electric  Company).  Details  of  capital  issues  and  retire- 
ments on  pages  16  and  17             51,294,525.30 

Beserve  created  in  1933  for  conversion  of  debentures  of  Associated  Gas  and  Electric  Corporation, 
issued  under  Plan  of  Bearrangement  of  Debt  Capitalization  of  Associated  Gas  and  Electric 

Company  _  ~_  „    _     41,940,875.00 

Decrease  in  miscellaneous  assets  (net)  ,   -  —  -  -  -  1,251,896.54 

Increase  in  miscellaneous  liabilities  (net)  _  ~    1,464,033.29 

Increase  in  optional  and  other  reserves  -  —  ~  115,293.75 

Total  Capital  Beceipts          -  $136,460,729.23 


CAPITAL  DISBURSEMENTS 

Decrease  in  notes  payable  and  advances  from  finance  companies    $  1,873,69S.81 

Unamortized  debt  discount  and  expense  subject  to  future  amortization,  previously  deducted  from  capi- 
tal surplus,  restored  to  balanee  sheet  .  ,   -  -  —  9,592,769.17 

Items  charged  against  surplus  (net).    See  analysis  on  page  11    117,968,829.26 

Total  Capital  Disbursements      -  $129,435,297.24 

Cash  Balance  at  December  31,  1933      -    7,025,431.99 


Total     »-__-,      $136,460,729.23 


On  pages  15  to  17  the  term  "retired"  indicates  a  reduction  in  the  amount  of  securities  held  by  the  public  but  does 
not  necessarily  mean  that  the  securities  were  cancelled.  The  term  "issued"  indicates  an  increase  in  the  amount  of 
securities  held  by  the  public. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES  AND  RETIREMENTS 


December  31,  1932  to  December  31,  1933 


Stocks  of  Genera!  Gas  &  Electric  Corporation 

Shares  issued 
(net) 

Shares  retired 
(net) 

48.00  Onmi.lat.ivA  PrpfWrp.l  KtncV 

4,253 
5,232 
32,812 

*7.00  CnmulativP.  Preferred  »*<wlr 

$6.00  Cumulative  Preferred  Stock,  Series  A  and  B  ..  -~    ~~  - 

Class  A  Common  Stock    „        _    

34,627 

Clans  Ti  Oornmnn  RtneV 

446 

Stocks  of  other  subsidiary  companies 

Shares  issued 

Shares  retired 

(net) 

(net) 

Preferred  Stocks: 

ISroad  River  Power  Company--79t>  Cumulative          -  _      _  ...   

1,939 

Cl.-.rimi    Rivpr  Pnnrt>r  fnmpnny — Pnrt  icipntlnjr 

23.5 

P^mpire  Gas  and  Electric  Company — 1%  Cumulative,  Series  C  _.  —   _ 

11 

Florida  Public  Service  Company — $7.00  Cumulative      

355 

Metropolitan  Edison  Company — $6.00  Cumulative       — .    

768 

New  York  Central  Electric  Corporation — 1%  Cumulative   _  

4,573 

Ohio-Midland  Light  and  Power  Company — $5.00  Cumulative 

20.89 

Rochester  Central  Power  Corporation — G%  Cumulative    

7,305 

Rochester  Gas  and  Electric  Corporation: 

7%  Cumulative,  Series  B    

4,197 

G%  Cumulative,  Series  C      ,  ,  ,    

z 

2,887 

Q%  Cumulative,  Series  D  _     

7,580 

Common  Stocks: 

The  Associated  Utilities  Investing  Corporation — Class  A     ,_  

135 

Metropolitan  Edison  Company      

146 

Ohio-Midland  Light  and  Power  Company  ,.       

20.89 

Rochester  Central  Power  Corporation       

130 

Funded  debt  of  Associated  Gas  and  Electric  Corporation 

Principal  Amount 
Issued  (net)          Retired  (net) 

8%  Bonds,  due  1940    _  -     

♦  3,234,050.00 
21,582,265.00 
15,719,110.00 
1,405,450.00 

2,534,100.00 
16,855,080.00 
3,732,380.00 
548,100.00 

$65,610,535.00 

$65,500,935.00 

4109,600.00 

Convertible  Debentures,  due  1973 : 

5%%     

5%     _  _  _ 

i'A%     

4%   .._  

Income  Debentures,  due  1978: 

4109,600.00 

TnTAr 

Net  Issued  
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
DETAILS  OF  CONSOLIDATED  CAPITAL  ISSUES  AND  RETIREMENTS 

December  31,  1932  to  December  31,  1933 


Funded  debt  of  group  and  other  companies 


Principal  Amount 


Associated  Electric  Company: 
5%,  due  1961  . 


,  due  1953    

4Mj%,  due  1956     

General  Gas  &  Electric  Corporation: 
5%  Serial  Notes  due  1933  to  1935 

5%  Notes  due  1934  to  1936   

7%  Scrip  due  1937-1938  . 


The  Metropolitan  Edison  Corporation,  6%  due  1961   

The  Mohawk  Valley  Company,  6%  due  1991  and  G%  due  2031  . 
Miscellaneous  ..................................  ........  


$1,852,000.00 
1,703,400.00 
629,000.00 


94,938,900.00 


*  1,730,000.00 

91,422.36 
1,736,900.00 

11,600.00 
2,289,235.00 

$  5,859,157.36 

$  920,257.36 


Funded  debt  of  operating  utility  companie 


Principal  Amount 


Ringhamton  Light,  Heat  &  Power  Co.,  5%  due  1946—  

Broad  River  Power  Company,  5%  due  1954  and  6%%  due  1934  . 

Columbia  Railway,  Gas  and  Electric  Company,  5%  due  1936  

Elmira  Water,  Light  and  Railroad  Company,  5%  due  1956  

Erie  Lighting  Company,  0%  due  1967   

Jefferson  Electric  Company,  5%  due  1933  . 


Lexington  Water  Power  Company,  5%  due  1968  and  5V4%  due  1953- 

Lockport  Light,  Heat  and  Power  Company,  5%%  due  1954  

Metropolitan  Edison  Company: 

5%  due  1953  

5%  duo  1962,  4'/j%  due  1908  and  4%  due  1971   

New  Jersey  Power  &  Light  Company,  iVj%  due  1960  . 


New  York  Central  Electric  Corporation,  Tt^>%  due  1950  and  5%  due  1952. 
New  York  State  Electric  &  Gas  Corporation: 
5%%  due  1962  . 


6%  due  1952,  4%%  due  1960  and  4%%  due  1980  . 
Northern  Pennsylvania  Power  Company : 

5%   due  1962   

5%   due  1952   


Parr  Shoals  Power  Company,  5%  due  1952   

Penn  Public  Service  Corporation,  6%  due  1947  and  5%  due  1954  . 
Pennsylvania  Electric  Company: 

7'4%  due  1935   

6«%  due  1934   

6*4%  due  1933  „   

5%  due  1962    ,  _„  

due  1971  . 


Rochester  Gas  and  Electric  Corporation,  5%  due  1962  and  4%%  due  1977 

The  Scioto  Valley  Railway  and  Power  Company,  6%  due  1943  

Staten  Island  Edison  Corporation: 

6%  due  1933  .  

6%  due  1934     

Miscellaneous  


Total  . 


$  422,000.00 
792,100.00 
47,500.00 


90,000.00 
3,227,300.00 
35,000.00 


$  33,000.00 
80,000.00 


101,800.00  — 
407,000.00  — 
44,000.00  — 

—  173,000.00 
624,300.00  — 

171,100.00  — 

—  62,000.00 

—  75,000.00 

—  125,000.00 

30,000.00 
857,000.00 
54,000.00 
33,500.00 

—  5,562,000.00 
3,141,000.00  — 

—  1,345,600.00 

$5,521,300.00  $12,977,000.00 


333,000.00 
525,100.00 
61,000.00 


$  7,455,700.00 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1933  and  1932 

ASSETS  SIDE 

1933 

Fixed  Capital                                                                                              1746,359,298.08  fi 

Investments  ._                                                      128,826,190.16  130,170,580.61 

Special  Deposits  for  Sinking  Funds,  etc     —  -                           505,980.51  324,433.12 

Special  Deposits  (contra)    „  „-  „                797,509.92  648,655.90 

Cash  and  Time  Deposits      -         7,025,431.99  6,358,418.36 

Notes  and  Accounts  Receivable,  Less  Reserve                                                        9,178,339.51  10,378,319.04 

Materials  and  Supplies  _  _    _  —  _  _  _         3,855,291.27  4,277,342.10 

Prepaid  Expenses      -.           448,547.18  557,620.92 


Unamortized  Debt  Discount  and  Expense 


Miscellaneous  Unadjusted  Debits  .....    -    _  1,204,643.31 


Total  Assets  Side  _   $907,794,001.10  $922,895,364.0 


In  the  above  statement  unamortized  debt  discount  and  expense  at  December  31,  1932  is  charged  to  capital  surplus. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 


COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1933  and  1932 

LIABILITIES  SIDE  AND  CAPITAL 


Capital  Stock  and  Surplus: 

Associated  Gas  and  Electric  Corporation   

Subsidiary  companies : 

General  Gas  &  Electric  Corporation,  preferred  and  common,  including  minor- 
ity's portion  of  surplus   „  ™  „  _  „  


Other  subsidiary  companies: 
Preferred  stocks   „  „ 


Common  stocks,  including  applicable  surplus  . 
Total  Capital  Stock  and  Surplus  -.. 


Funded  Debt: 
Associated  Gas  and  Electric  Corporation  , 

Utility  companies  _  -  

Other  companies  „  


Total  Funded  Debt  . 


Due  to  Stockholder — Associated  Gas  and  Electric  Company.™ 

Matured  Bonds  and  Bond  Interest  (contra)   

Advances  from  Finance  Companies   -    

Notes  Payable         

Accounts  Payable  ™     

Accrued  Accounts  —    „    


Consumers'  Deposits   

Reserve  for  Retirement 


Reserves  and  Unadjusted  Credits  . 


1933 
$346,951,357.82 


39,822,065.49 


35,091,933.33 
63,982.72 


1932 
$455,142,603.35 

43,991,845.38 

36,541,871.67 
275,316.83 


$421,929,939.36  $535,951,637.23 


$  75,500,935.00 
184,110,300.00 
64,332,991.79 

$323,944,226.79 

$  494,652.71 
797,509.92 
467,265.89 
3,449,335.03 
2,975,954.21 
8,229,763.93 
4,075,203.50 
51,726,595.40 
89,703,554.36 


$  10,000,000.00 
191,566,000.00 
65,253,249.15 

$266,819,249.15 

»  15,513.85 
648,655.90 
629,900.00 
5,160,399.73 
2,767,973.99 
7,393,466.22 
4,134,587.00 
51,919,171.37 
47,454,809.64 


Total  Liabilities  Side  and  Capital  . 


$907,794,001.10  $922,895,364.08 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 


Operating  Revenues: 

Electric    

Gas  


Steam  heating,  water,  ice,  transportation,  etc.  . 
Total   


Operating  Expenses,  Maintenance  and  Taxes  . 


Provision  foe  Retirements  (Replacements,  Renewals,  etc.)  op  Fixed  Capital 

Total    

Operating  Income      

Other  Income  (net)    _„  _  _   ,  _ 


Gross  Income 


Fixed  Charges  and  Other  Deductions  of  Subsidiaries  (including  amortization 
of  debt  discount  and  expense)  : 


For  years  ended  December  31st 
1933 


$64,270,440.95 
10,844,081.24 
6,216,779.05 

181,331,301.24 

$48,536,285.33 

6,815,360.98 

$55,351,646.31 

$25,979,654.93 
1,807,126.06 

§27,786,780.99 


Operating  utility  companies 
Group  companies  


Interest,  etc.,  of  Associated  Gas  and  Electric  Corporation  on  : 

Fixed  interest  debentures    -    ~  

Unfunded  debt    


Income  debentures       

Amortization  of  debt  discount  and  expense  . 

Total      _.. 


$12,380,330.07 
3,972,151.17 


£16,352,481.24 


$11,434,299.75 


1,202,680.16 
78,303.86 
302,907.62 
72,818.38 

1,656,716.02 


"  Revised  to  be  on  comparable  basis  with  1933,  except  as  to  interest  paid  to  Associated  Gas  and  Electric  Company 
by  Associated  Gas  and  Electrie  Corporation. 

The  above  statement  excludes  all  income  received  or  receivable  from  Associated  Gas  and  Electric  Company  and  all 
deductions  dependent  thereon. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Capital  stock  of  Associated  Gas  and  Electric  Corporation 


Common,  all  owned  by  Associated  Gas  and  Electric  Company.   6,710,000  Shares 


Stocks  of  General  Gas  &  Electric  Corporatio 

$8.00  Cumulative  Preferred    

$7.00  Cumulative  Preferred   -  -   .„   

$6.00  Cumulative  Convertible  Preferred,  Series  A  and  B  

Class  A — Common  ™_   _™  _    

Class  B — Common  „  „   „  _    


6,646 
10,219 
113,969 
3,333,410 
11,948 


reference  page  25) 

1 
1 


Common  stocks  of  other  subsidiary  companies 

Shares 
held  hy  public 

Transfer 

Registrars 

(see  reference  page  25 ) 

American  Utilities  Company  —    _     

332 

1 

3 

Cold  Spring  Light,  Heat  and  Power  Company  — .   —     

15 

6 

Ohio-Midland  Light  and  Power  Company — Class  A-  _    ™_  —  ™ 

190.73 

6 

Rochester  Central  Power  Corporation,  ™  ™_  „   ™  ™  „ 

6,859 

1 

3 

Southern  Ice  and  Utilities  Company — Class  A   —    ™ 

1,298 

1 

3 

Southern  lee  and  Utilities  Company — Class  B  ™ ..  —  -  

4,402 

1 

3 

West  Virginia  Light,  Heat  and  Power  Company   „  .  

345 

6 

Shares 

Dividend 

Transfer 

Preferred  stocks  of  other  subsidiary  companies 

Bate 

held  by  public 

agents 

Registrars 

e  page  25) 

7 

639 

1 

3 

Broad  River  Power  Company — Cumulative    „ 

7 

2,805 

1 

3 

The  Clarion  River  Power  Company — Participating   —  „ 

4,844.7 

5 

4 

Empire  Gas  and  Electric  Company — Series  A — Cumulative.. 

6 

1,471 

MJSD-1 

1 

3 

Empire  Gas  and  Electric  Company — Series  C — Cumulative.. 

7 

7,355 

MJSD-1 

1 

3 

Empire  Gas  and  Electric  Company — Scries  D — Cumulative. 

6 

2,615 

MJSD-1 

1 

3 

Florida  Public  Service  Company —Cumulative  -  —  

7 

825 

1 

3 

Metropolitan  Edison  Company — Cuniulativo     

7 

6,332 

JAJO-1 

1 

3 

Metropolitan  Edison  Company — Cumulative    —  

6 

106,491 

JAJO-1 

1 

3 

Metropolitan  Edison  Company — Cumulative      — 

5 

3S7 

JAJO-1 

1 

3 

New  Jersey  Power  &  Light  Company — Cumulative  .™-  ™_ 

6 

11,405 

JAJO-1 

1 

3 

New  Jersey  Power  &  Light  Company — Cumulative  _   

5 

18 

JAJO-1 

1 

3 

New  York  Central  Electric  Corporation — Cumulative   

7 

20,110 

1 

3 

Ohio-Midland  Light  and  Power  Company — Cumulative   _ 

5 

112.63 

6 

Rochester  Central  Power  Corporation — Cumulative   

6 

9,470 

1 

3 

Rochester  Gas  and  Electric  Corporation — Cumulative  Series 

B  

7 

26,742 

MJSD-1 

1-8 

10-31 

Rochester  Gas  and  Electric  Corporation — Cumulative  Series 

C  . 

6 

14,903 

MJSD-1 

1-8 

10-31 

Rochester  Gas  and  Electric  Corporation — Cumulative  Series 

D  . 

6 

133,965 

MJSD-1 

1-8 

10-31 

Southern  Ice  and  Utilities  Company — Cumulative   

7 

391 

1 

3 

Southern  Ice  and  Utilities  Company — Participating  Cumulative  ... 

7 

38 

1 

3 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of  Associated  Gas  and  Electric  Corporation 


Bonds,  due  1910  

Convertible  Debentures,  due  1973 
Convertible  Debentures,  due  197.1 
Convertible  Debentures,  due  1973 
Convertible  Debentures,  due  1973 

Income  Debentures,  due  1978   

Income  Debentures,  due  1978   

Income  Debentures,  due  1978   

Income  Debentures,  due  1978   


5% 
5 

4% 
4 

4% 


$  9,890,400.00  M&S-lo 


Total  . 


3,234,0130.00 
21,582,265.00 
15,719,110.00 

1,405,450.00 

2,534,100.00 
16,855,080.00 

3,732,380.00 
548,100.00 

$75,500,935.00 


F&A-l 

J&D-l 

J&D-l 

M&8-15 

F&A-l 

A&O-l 

MSN-l 

MoiS-15 


1-2 
1-2 
1-2 
1-2 
1-2 


12 
18 
18 
18 
18 


Funded  debt  of  group  and  other  companies 


Associated  Electric  Company: 
Bonds,  due  1953  


Bonds,  Refunding  Series,  due  19o6  . 
Bonds,  due  1961   


General  Gas  &  Electric  Corporation: 

Serial  Notes,  due  1934  and  1935  _  

Notes,  due  1934,  1935  and  1936   


Interest  Bearing  Scrip,  due  1937  and  1938  „ 
The  Metropolitan  Edison  Corporation: 
Secured  Consolidated  Refunding,  due  1961  . 

The  Mohawk  Valley  Company: 

Consolidated  Refunding,  due  1991  

Debentures,  due  2031   „  

Miscellaneous    


4% 


Total 


S20.S99.400.00 
1,318,000.00 
34,661,500.00 

931,000.00 
754,500.00 
964,646.29 


614,500.00 
158,200.00 


$61,332,991.79 


J45T-1 

1-2 

10 

A&O-l 

1-2 

10 

J&J-l 

1-2 

10 

F&A-15 

1 

9 

F&A-15 

1 

1' 

1 

It 

M&S-l 

1-2 

9 

M&N-l 

9 

A&O-l 

1-2 

18» 

*  Authenticating  agent,     t  Interest  payable  at  maturity.     T  Transfer  agent. 


Funded  debt  of  operating  utility  companies 

Bingham  ton  Light,  Heat  &  Power  Co.  ; 

First  Kefunding  Mortgage,  due  1946   _  _  „. 

Broad  Riyer  Power  Company  : 

First  and  Refunding  Mortgage,  Series  A,  due  1954   

Secured  Sinking  Fund,  due  1934       ....  ^  

Canadea  Power  Corporation: 

First  Mortgage,  due  1958   


Interest         Amount  Interest  Interest 

rate  %  .    held  by  public         dates  payable  at  Trustee 

(Bee  refei'fiice  pace  25  > 


$  6,549,000  A&O-l 


5  3,374,400  M&S-l 

6^  291,200  M&N-l 


10-22  10 
9-25  9 


2,000,000  A&O-l 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of  operating  utility  companies 


Chasm  Power  Company: 

First  Mortgage,  due  serially  to  1948  , 


First  Mortgage,  due  1934  . 


Columbia  Kail  way,  Gas  and  Electric  Company: 
Firat  Mortgage  Sinking  Fund,  due  1936  


Delaware  Gas  Light  Company: 
First  Mortgage,  due  1939  . —  


Elmira  Water,  Light  and  Railroad  Company: 
First  Consolidated  Mortgage,  due  1956  —  „  


Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  1952.... 


Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 
Joint  First  and  Refunding  Mortgage,  due  1941  —  


Erie  Lighting  Company: 

First  Mortgage  Sinking  Fund,  due  1967  . 


Frankfort  Water  Company: 

First  Mortgage  Sinking  Fund,  due  1936  . 


Genesee  Valley  Power  Company,  Inc.: 
First  Mortgage,  due  serially  to  1953 


Indiana  Gas  Utilities  Company: 
First  Mortgage,  due  1946  


The  Lake  Shore  Gas  Company: 
First  Mortgage,  due  1950  -  


Lexington  Water  Power  Company: 
First  Mortgage,  due  1968  


Lockport  Light,  Heat  and  Power  Company: 
First  Mortgage,  Series  A,  due  1954  -  


Long  Island  Water  Corporation: 
First  Mortgage,  due  1955   


Manila  Electric  Company: 

First  Refunding  Mortgage,  due  1946™ 


The  Manila  Electric  Batlroad  and  Lighting  Corp.: 
First  Lien  and  Collateral  Trust,  due  1953  -  -  


Interest 
rate  % 

Amount 
held  by  public 

Interest 
dates 

Interest 
payable  at 

Trustee 

(see  reference  page  25) 

5 

$  8,000 

A&0-15 

30 

30 

5 

957,000 

M&N-l 

1 

16 

5 

1,476,500 

J&J-l 

1 

13 

5 

143,000 

J&J-l 

27 

27 

5 

5,000,000 

M&S-l 

17 

17 

6 

1,860,000 

J&D-l 

13 

13 

5 

2,669,000 

M&S-l 

26 

26 

5 

4,856,000 

A&O-l 

26 

26 

5 

96,000 

J&J-l 

29 

29 

6 

86,500 

A&O-l 

21 

21 

5 

780,000 

J&J-l 

1-7-24 

10 

5% 

565,000 

M&N-l 

1 

10 

5 

8,415,300 

J&J-l 

9-22 

9 

5% 

1,183,000 

M&N-l 

17 

17 

5% 

2,133,000 

M&N-l 

1 

10 

5 

49,000 

M&S-l 

9 

9 

5 

819,000 

M&S-l 

1 

9 

Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Funded  debt  of  operating  utility  companies 


The  Manila  Suburban  Railways  Company: 
First  Mortgage,  due  1946    


Metropolitan  Edison  Company: 

First  and  Refunding  Mortgage,  Series  C,  due  1953™ 


First  Mortgage,  Series  D,  due  1968- 
First  Mortgage,  Series  E,  due  1971... 
First  Mortgage,  Series  F,  due  1962.... 


New  Jersey  Power  &  Light  Company: 
First  Mortgage,  due  1960  „ 


New  York  Central  Electric  Corporation  : 

First  Mortgage,  due  1950„  ...  

First  Mortgage,  due  1952....  


New  York  State  Electric  &  Gas  Corporation: 
First  Mortgage,  due  1962   


First  Mortgage,  due  1952  

First  Mortgage,  due  1980  

First  Mortgage,  due  I960-  


Northern  Pennsylvania  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1956 
First  and  Refunding  Mortgage,  due  1962  —  

The  Parr  Shoals  Power  Company: 
First  Mortgage  Sinking  Fund,  due  1952  .  ™  . 


Penn  Public  Service  Corporation: 
First  and  Refunding  Mortgage,  Series  C,  due  1947.. 
First  and  Refunding  Mortgage,  Series  D,  due  1954... 

Pennsylvania  Electric  Company: 

Convertible  Notes,  due  1935  —     

Convertible  Notes,  due  1934  ~  —  


First  and  Refunding  Mortgage,  Series  H,  due  1962  . 
First  and  Refunding  Mortgage,  Series  F,  due  1971  . 


Richmond  Light  and  Railroad  Company: 
First  and  Collateral  Trust,  due  1952  


Rochester  Gas  and  Electric  Corporation: 

General  Mortgage,  Series  C,  due  1948  

General  Mortgage,  Series  D,  due  1977  

General  Mortgage,  Series  E,  due  1962  


5 


5% 
5 


4% 
4% 


7% 

5 
i 


5% 

s 


53,000 


6,367,600 
22,163,100 
4,683,000 
5,476,000 


13,896,000 


3,189,000 
782,000 


3,505,000 
380,000 
12,184,600 
676,500 


1,397,900 
1,560,300 


2,116,000 


4,282,000 
2,331,000 


75,000 
333,000 
9,348,100 
5,429,000 


3,978,000 
6,000,000 
8,287,000 


J&J-l 
M&S-l 
M&N-l 
M&N-l 


A&O-l 
J&J-l 
M&S-l 
M&S-l 


J&D-l 
A&0-15 


M&N-l 
J&D-l 


F&A-l 
F&A-l 
A&0-15 
M&N-l 


M&S-l 
M&S-l 
M&S-l 


(see  reference  page  25 ) 


10-22 
10-22 
1-2 
1-2 


1-2 
1-2 


10-26 
1-2 


1-2 
1-2 
1-2 


'  Authenticating  agent. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 
CONSOLIDATED  STATEMENT  OF  SECURITIES  OUTSTANDING 


Interest 

Amount 

Interest 

Interest 

Funded  debt  of  operating  utility  companies 

rate  % 

held  by  public 

dates 

payable  at 

Trustee 

( See  referen 

ce  below) 

Rochester  Railway  and  Light  Company: 

Consolidated  Mortgage,  due  1954  „  

5 

§10,802,900 

J&J-l 

1-8-32 

32 

Roosevelt  Water,  Power  and  Light  Company: 

First  Mortgage,  due  serially  to  1944     

6 

13,000 

P&A-l 

20 

20 

The  Scioto  Valley  Railway  and  Power  Company: 

Pirst  Mortgage,  due  1943   _    „  _,„ 

6 

1,100,500 

J&D-l 

15-33 

33 

Seneca  Power  Corporation: 

Pirst  Mortgage,  due  1946        ..    „  _  

6 

399,000 

M&S-l 

14 

14 

Staten  Island  Edison  Corporation: 

Refunding  and  Improvement  Mortgage,  due  1934  „  _  

6 

3,141,000 

J&D-14 

1 

13 

Tracy  Development  Company: 

Pirat  Mortgage,  due  1944    _  „  

6 

231,000 

A&O-l 

14 

14 

Union  Gas  &  Electric  Company: 

Pirst  Mortgage,  due  1935  _  _  .. 

5 

463,000 

M&S-l 

23 

23 

York  Haven  Water  and  Power  Company: 

Bonds,  due  1951  ...  ...        

5 

1,245,500 

J&D-l 

28 

28 

Miscellaneous     

3,910,400 

Total   

$184,110,300 

REFERENCE 

Index— Trustees  of  Mortgages,  Paying  Agents  and  Registrars  and  Transfer  Agents  for  Stock. 


1*  Transfer  and  Coupon  Paying  Agency,  61  Broadway, 
New  York 

2*  Transfer  and  Coupon  Paying  Agency,  Ithaca,  N.  Y. 

3  W.  A.  Davies,  H.  B.  Brown  and  J.  J.  McCarthy, 

120  "Wall  Street,  New  York 

4  J.  P.  McKenna  and  Others,  61  Broadway,  New  York. 

5  P.  B.  Taylor,  "V7.  L.  Preund  and  C.  A.  Dougherty, 

61  Broadway,  New  York 

6  The  Company,  or  Agency  of  the  Company,  61  Broad- 

way, New  York 

7  The  Union  Trust  Company  of  Boston  (Mass.) 

8  Rochester  Gas  and  Electric  Corp.,  Rochester,  N.  Y. 

9  The  Chase  National  Bank  of  the  City  of  New  York 

10  Guaranty  Trust  Company  of  New  York 

11  Bankers  Trust  Company,  New  York 

12  Central  Hanover  Bank  and  Trust  Company,  New  York 

13  Irving  Trust  Company,  New  York 

14  Manufacturers  Trust  Company,  New  York 

15  The  Pirst  National  Bank  of  the  City  of  New  York 

16  Chemical  Bank  &  Trust  Company,  New  York 


The  New  York  Trust  Company,  New  York 

The  Public  National  Bank  and  Trust  Co.  of  New  York 

J.  P.  Morgan  &  Company,  New  York 

Nassau  County  Trust  Company,  Mineola,  N.  Y. 

Exchange  National  Bank  of  Olean  (N.  Y.) 

Continental  Illinois  National  Bank  and  Trust  Co., 

Chicago,  111. 
The  First  National  Bank  of  Chicago,  IU. 
Harris  Trust  and  Savings  Bank,  Chicago,  111. 
City  National  Bank  and  Trust  Co.,  of  Chicago  (111.) 
The  Pennsylvania  Company  for  Insurances  on  Lives 

and  Granting  Annuities,  Philadelphia,  Pa. 
The  Easton  Trust  Company,  Easton,  Pa. 
The  Real  Estate-Land  Title  and  Trust  Company, 

Philadelphia,  Pa. 
Fidelity  and  Columbia  Trust  Company,  Louisville,  Ky. 
Pirst  National  Bank  of  Chateaugay  (N.  Y.) 
Lincoln-Alliance  Bank  and  Trust  Co.,  Rochester,  N.  Y. 
Security  Trust  Company  of  Rochester  (N.  Y.) 
The  Huntington  National  Bank  of  Columbus  (Ohio) 


*  Interest  Payments— Coupons  at  1  and  registered  at  2. 
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Associated  Gas  and  Electric  Corporation 


and  Subsidiary  Companies 


STATISTICS 


Electric  Department: 

Electricity  sold— units  (K.W.H.) 

Eesidential    _     ™   349,697,994 

Other      1,984,826,780 

Number  of  consumers 

Eesidential     _  -  -  r    703,935 

Other     „  -  _  148,615 

Miles  of  transmission  lines  (11,000  volts  and  over)..„    7,420 

K.  W.  generating  capacity  _  „    1,019,295 

Gas  Department: 
Gas  sold — cubic  feet 

Eesidential  _„      „     7,655,743,100 

Other    —     —  „  _  ™  3,620,106,300 

Number  of  consumers 

Eesidential       —  -  249,808 

Other   _  .   19,558 

Milea  of  gaa  mains     ~  -  ~  —  3,544 

Daily  manufacturing  capacity — cubic  feet   72,866,000 

Water  Department: 

Water  sold— gallons   -  -  —  -  -  3,398,350,000 

Number  of  customers    —      45,014 

Miles  of  water  mains  _  ..  -  -    —    753 

Steam  Heatino  Department: 

Steam  sold— pounds   —  -  -  -  -  1,698,033,800 

Number  of  customers  —  —  -  -  _  1,968 

Miles  of  steam  mains  ..-  46 
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Geographical  Distribution  of  Registered  and  Coupon  Security  Holders 

of 

Associated  Gas  and  Electric  Corporation 

As  of  October,  1934 
(DUPLICATIONS  eliminated) 


Alabama    41  New  Hampshire   249 

Arizona    17  New  Jersey   2,956 

Arkansas    246  New  Mexico   20 

California    3,604  New  York     23,849 

Colorado    237  North  Carolina    46 

Connecticut   631  North  Dakota   39 

Delaware     99  Ohio     867 

District  of  Columbia   264  Oklahoma    143 

Florida      680  Oregon     259 

Georgia    52  Pennsylvania    15,941 

Idaho  _   27  Rhode  Island    411 

Illinois    2,484  South  Carolina    473 

Indiana    548  gouth  Dakota    105 

Iowa    518  Tennessee    403 

Kansas    42  Texas    504 

Kentucky    974  mah    21 

Louisiana   755  Vermont    134 

Maine    682  Virginia   101 

Maryland   579  Washington    337 

Massachusetts    4,666  "West  Virginia    66 

Michigan    573  Wisconsin  -   1,437 

Minnesota    428  Wyoming    17 

Mississippi   23   

Missouri   702  Total  United  States   67,494 

Montana  _   68  Foreign   -   2,394 

Nebraska    164   

Nevada   12  Grand  Total    69,888 
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Operating  Subsidiaries  of  Associated  Gas  and  Electric  Corporation 


HAVING  NO  SECURITIES  OUTSTANDING  WITH  THE  PUBUC 


Arizona 

Arizona  General  Utilities  Company 

Arkansas 

Arkansas  General  Utilities  Company 

Connecticut 

The  Litchfield  Electric  Light  and  Power  Company 

Delaware 

The  Dover  Gas  Light  Company 

Florida 

Sanford  Gas  Company 

Indiana 

Loogootee  Water  Company 

Ohio  River  Power  Company 

Rising  Sun  Water  &  Light  Company 

Kentucky 

Hopkinsville  Water  Company 
The  Owensboro  Gas  Company 

Louisiana 

Louisiana  Public  Utilities  Co.,  Inc. 

Maryland 

Associated  Maryland  Electric  Power  Corporation 
The  Maryland  Public  Service  Company 
Toughiogheny  Hydro-Electrie  Corporation 


New  York 

Owego  Gas  Corporation 

The  Patchogue  Electric  Light  Company 

Spring  Brook  Water  Company 


Ohio 

The  Hilliard  Light  and  Power  Company 

The  Jefferson  Gas  Company 

The  New  Matamoras  Electric  Company 

The  New  Washington  Electric  Company 

The  North  Baltimore  Water  and  Electric  Company 

The  Paint  Township  Light  and  Power  Company 

The  Portsmouth  Gas  Company 

The  Van  Wert  Gas  Light  Company 

The  Wyandot  Light  &  Power  Company 


Oklahoma 

Panhandle  Public  Service  Company 


Pennsylvania 

Clarion  Water  Company 
Johnstown  Fuel  Supply  Company 
Penelec  Water  Company 
Solar  Electric  Company 

South  Dakota 

Sioux  Falls  Gas  Company 

Tennessee 

Dover  Power  Company 
Southern  Utilities  Company 
Tennessee  General  Utilities  Company 


Missouri  General  Utilities  Company 
Missouri  Southern  Public  Service  Company 


New  Jersey 

Associated  Public  Utilities  Corporation 


Texas 

Texas  General  Utilities  Company 


Vermont 

Granville  Electric  Company 


New  Mexico 

The  Tucumeari  Light  and  Power  Company 


Philippine  Islands 

Escudero  Electric  Service  Company 
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ANNUAL  REPORT 

INCLUDING  DATA  REGARDING  ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 

(PAGES  7  TO  13) 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1934 


Associated  Gas  and  Electric  Company 


Officers 


J.  I.  MANGE  Chairman  and  President 

S.  J.  MAGEE  Vice-President  and  General  Manager 

F.  S.  BURROUGHS  Vice-President 

C.  A.  DOUGHERTY  Vice-President  and  Secretary 

O.  E.  WASSER  Treasurer 


Directors 

SANFORD  J.  MAGEE 
JOHN  I.  MANGE 
O.  E.  WASSER 


FREDERICK  S.  BURROUGHS 
GEORGE  M.  COLE 
CHARLES  A.  DOUGHERTY 


PRINCIPAL  OFFICE    ....    Ithaca,  New  York 


Managers — Operating  Properties 

The  Utility  Management  Corporation 

412  Washington  Street,  Reading,  Pennsylvania 


This  report  is  not  a  representation,  prospectus  or  circular  with  respect  to  any  securities  of  any 
corporation  and  is  not  transmitted  in  connection  with  any  sale  or  offer  to  sell  or  buy  any  stock 
or  security  now  or  hereafter  to  be  issued  or  with  any  preliminary  negotiation  of  or  for  such  sales. 


Associated  Gas  and  Electric  Company 


ANNUAL  REPORT 

For  the  Year  Ended  December  37,  7934 

UNDER  the  drastic  utility  legislation  which  the  recent  session  of  Congress  has 
enacted,  the  Associated  Gas  and  Electric  Company  and  the  great  majority  of 
other  utility  holding  companies  are  placed  under  a  modified  "death  sentence" 
which  becomes  effective  in  1938. 

The  practical  effect  of  the  Public  Utility  Act  of  1935  (the  Wheeler-Kayburn 
Bill)  may  be  to  limit  the  operations  of  the  Associated  System  to  a  single  utility 
group,  geographically  connected,  in  a  single  State  or  adjoining  States.  Much  will 
depend  upon  administration  of  the  holding  company  provisions  of  the  act  by  the 
Securities  and  Exchange  Commission,  which  is  given  wide  discretionary  power. 
Local  electric  companies  which  sell  any  power  across  State  lines  are  subjected  to 
drastic  regulation  under  the  supervision  of  the  Federal  Power  Commission. 

The  most  that  can  be  said  with  certainty  at  present  is  that  the  years  ahead 
will  be  difficult  if  not  disastrous  ones  for  utilities  and  for  utility  security  holders. 
However,  it  is  possible  that  if  public  opinion  expresses  itself  clearly  and  force- 
fully enough  before  1938,  the  present  act  may  be  modified  in  favor  of  sounder  and 
more  constructive  legislation. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 


Gross  Operating  Revenues....-  

Operating  Expenses,  Maintenance,  etc  

Taxes   ~  

Years  ended  December  SI 

Increase 

1934 

19331 

Amount 

% 

$83,973,088.56 

$81,331,301.24 

$2,641,787.32 

3.24 

$43,031,255.25 
8,589,951.92 
7,329,680.04 

$40,854,769.15 
7,855,422.20 
6,815,360.98 

$2,166,486.10 
734,529.72 
514,319.06 

5.30 

9.35 
7.54 

Provision  for  Retirements  ~  -  — 

Total  Operating  Expenses,  Taxes,  etc  

Operating  Income  ...... 

Other  Income   -     

$58,940,887.21 

$55,525,552.33 

$3,415,334.88 

6.15 

825,032,201.35 
1,044,200.69 

$25,805,748.91 
1,725,077.05 

$  773,547.56» 
680,876.36* 

2.99* 
39.46* 

5.28* 

Gross  Income   -  -   

$26,070,402.04 

$27,530,825.96 

$1,454,423.92* 

Fixed  Deductions  from  Income : 
Subsidiary  Companies: 

Associated  Gas  and  Electric  Corporation  

Associated  Gas  and  Eieetric  Company-  _  

Total  Fixed  Deductions  feom  Income..  

Balance  (Deficit) 

$15,878,086,441 
4,505,239.93 
6,023,715.62 

$16,263,420.9St 
1,429,596.52 
11,516,298.34 

$  385,334.54* 
3,135,643.41 
5,492,582.72* 

2.36* 
219.33 
47.69* 

$26,467,041.99 

$29,209,315.84 

$2,742,273.85* 

9.38" 

$  S90.6S9.95 

f  1,678,489.88 

$1,287,849.93 

*  Decrease. 

t  Year  ended  December  31,  1933  revised  for  comparative  purposes. 

i  Exclusive  of  that  portion  of  such  charges  ranking  after  fixed  interest  of  Associated  Gas  and  Electric  Company. 
Fixed  deductions  from  income  of  subsidiary  companies  above  include  amortization  of  debt  discount  and  expense. 
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ATTACKS  FROM  OTHER  QUARTERS 

Agitation  for  municipal  ownership  and  opera- 
tion of  utility  plants  is  still  serious  in  areas 
served  by  companies  of  the  Associated  System, 
and  political  pressure  for  rate  redactions  has 
been  severe.  Rate  reductions  since  the  beginning 
of  1934  are  estimated  to  have  been  about 
$3,000,000  annually. 

The  burden  of  taxation  has  continued  to 
increase.  Of  course,  utilities  should  pay  their 
fair  share  of  taxes,  but  the  rate  at  which  taxes 
are  now  being  loaded  upon  the  utilities  makes 
one  conclude  that  the  purpose  of  such  taxation 
is  to  force  these  companies  out  of  business  and  to 
facilitate  municipal  ownership.  Taxes  on  the 
Associated  Gas  and  Electric  Company  and  its 
subsidiaries  in  1934  amounted  to  $8,589,951.92, 
which  is  an  increase  of  9.3%  over  the  amount  for 
1933.  Last  year  was  the  first  year  in  which  the 
full  effect  of  the  3%  Federal  tax  on  residential 
and  commercial  sales  of  electricity  was  felt. 

These  adverse  conditions  affect  the  Company's 
ability  to  pay  interest  and  dividends.  There 
would  be  over  $15,000,000  more  for  investors  if 
taxes  had  not  been  increased  and  rates  had  not 
been  reduced  since  1928.  This  would  be  enough 
to  pav  the  annual  interest  on  more  than  $300,- 
000,000  of  securities  at  the  rate  of  5%.  If  this 
$15,000,000  were  available,  40,000  debenture 
holders  of  Associated  Gas  and  Electric  Company 
would  still  have  ample  margins  of  earnings  to 
insure  continued  payment  of  interest  on  their 
investments ;  78,000  holders  of  Convertible  Obli- 
gations and  Preferred  and  Preference  stocks 
would  be  receiving  the  cash  return  which  they 
should  have ;  and  102,000  holders  of  Class  A  stock 
would  be  receiving  a  return. 


RESULTS  FROM  OPERATIONS 

The  accompanj'ing  financial  statements  do  not 
include  on  a  consolidated  basis  Utilities  Em- 
ployees Securities  Company,  the  subsidiary  which 
operates  the  employees'  saving  and  investment 
plan.  The  income  statement  also  does  not  include 
on  a  consolidated  basis  the  subsidiary  engineering 
company  (the  net  profit  of  which  has  been  credited 
to  consolidated  surplus)  or  the  transportation 
enterprises  which  have  been  undergoing  reorgani- 
zation or  change  to  bus  operation.  Such  trans- 
portation companies  will  be  included  in  the 
consolidated  income  statements  beginning  Janu- 
ary 1,  1935.  In  the  reports  for  prior  years  it 
was  not  the  practice  to  include  on  a  consolidated 
basis  certain  non-utility  subsidiaries,  which  are 
included  on  a  consolidated  basis  in  this  report. 

Operating  revenues  of  $83,973,088.56,  as  shown 
on  page  18,  were  $2,641,787.32  greater  than  for 
the  12  months  ended  December  31,  1933.  This 


increase  of  3.2%  was  brought  about  largely  as 
the  result  of  intensive  activities  carried  on  during 
the  year  to  acquire  new  business.  The  Employee 
Business  Building  Plan  was  very  effective  in 
promoting  the  sale  of  electric  and  gas  appliances. 
In  this  plan,  employees  cooperate  voluntarily  to 
find  customers  who  are  prospects  for  increased 
service. 

This  increase  in  operating  revenues  was  more 
than  sufficient  to  cover  increases  in  operating 
expenses  and  maintenance,  and  was  almost 
enough  to  absorb  the  increase  in  taxes  as  well. 
Efforts  in  securing  new  business  and  increased 
revenues  to  absorb  these  greater  taxes  have  been 
largely  nullified  by  the  rapidity  with  which  such 
taxes  increased.  Operating  income  was  $773,- 
547.56  lower  than  in  1933. 

After  deduction  of  underlying  charges  and 
fixed  interest  of  the  Associated  Gas  and  Electric 
Company,  there  was  a  deficit  of  $390,639.95  for 
the  12  months  ended  December  31,  1934.  The 
statement  of  consolidated  income  does  not  include 
non-recurring  profits  from  unusual  transactions, 
such  as  those  which  resulted  from  the  reacquisi- 
tion  of  debt  securities  at  discounts  of  approxi- 
mately $8,000,000.  Expense  of  the  Plan  of  Re- 
arrangement of  Debt  Capitalization,  amounting 
to  $2,321,054.63  for  the  period,  has  been  charged 
to  corporate  surplus,  as  this,  while  a  current  cash 
out-of-pocket  expense,  is  not  of  a  recurring 
nature. 

More  than  69,000  holders  of  Company  deben- 
tures have  exchanged  over  $180,000,000  principal 
amount  under  the  Plan,  and  sufficient  debentures 
are  held  to  make  over  two-thirds  of  the  total 
amount  outstanding.  Considerably  less  than 
$90,000,000  of  Company  debentures  are  now  held 
by  the  public.  Annual  interest  charges  have 
been  reduced  approximately  $3,000,000  as  the 
result  of  the  Plan,  of  which  about  $2,800,000  is 
reflected  in  the  accompanying  statement  of  con- 
solidated income. 

The  reduction  of  funded  debt  of  Associated  Gas 
and  Electric  Company  as  the  result  of  the  Plan 
of  Rearrangement  of  Debt  Capitalization  and 
the  reductions  of  stated  capital  for  stocks  made 
in  1931  and  1932  have  accomplished  a  reorgani- 
zation, without  the  expense  and  disruption  of 
business  of  the  Company  and  without  even  a 
default  of  fixed  interest  which  a  reorganization 
accompanied  by  receivership  and  foreclosure 
would  have  caused.  In  the  latter  type  of  reor- 
ganization, the  corporate  deficit  would  have  been 
deducted  from  the  stated  amount  of  capital,  and 
the  enterprise  treated  as  being  a  substantially 
new  business.  In  order  to  complete  the  process 
of  a  voluntary  internal  reorganization,  the  accu- 
mulated corporate  deficit  of  Associated  Gas  and 
Electric  Company  to  December  31,  1934  has  been 
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applied  against  paid-in  capital  surplus  on  the 
accompanying  statement  of  consolidated  surplus. 

All  maturing  obligations,  have  been  met  suc- 
cessfully. Refinancing  in  the  cases  of  two  sub- 
sidiary companies  was  facilitated  through  the 
willingness  of  affiliated  holding  companies  to 
subordinate  the  claims  of  their  own  bond  holdings. 
These  are  illustrations  of  one  benefit  from  hold- 
ing companies.  One  subsidiary  operating  com- 
pany which  is  undergoing  a  reorganization,  now 
practically  completed,  the  holders  of  95%  of  the 
total  outstanding  bonds  having  agreed  to  the 
reorganization,  has  been  making  interest  pay- 
ments at  the  new  rate  upon  deposited  and  unde- 
posited  bonds.  The  interest  arrears  at  December 
31,  1934  on  the  bonds  of  this  company  amounted 
to  $63,430.46.  Two  subsidiary  sub-holding  com- 
panies in  process  of  reorganization  and  liquida- 
tion have  also  been  making  partial  payment  of 
interest  charges  on  funded  debt.  At  December 
31,  1934,  the  interest  arrears  of  these  two  com- 
panies amounted  to  $121,462.50.  A  subsidiary 
investing  company  also  had  interest  arrears  of 
$109,175.00  at  December  31,  1934. 

Consolidated  capital  stocks  of  Associated  Gas 
and  Electric  Company  increased  $13,671,675.75 
during  1934,  principally  as  the  result  of  the 
inclusion  of  $8,590,547  certificates  entitled  Con- 
vertible Debenture  Certificates,  etc.,  the  holders 
of  which  have  been  requested  to  surrender  their 


Certificates  for  stocks  into  which  they  were  con- 
vertible. A  part  of  the  change  was  also  due  to 
the  retirement  of  preferred  and  preference  stocks 
formerly  owned  by  a  subsidiary  company,  with 
liquidation  value  of  $4,540,700,  which,  on  a  con- 
solidated basis,  resulted  in  an  adjustment  of 
capital  stocks  and  capital  surplus. 

In  view  of  the  uncertainties  affecting  price 
levels  and  the  value  of  investments,  Associated 
Gas  and  Electric  Company  transferred  a  total  of 
$130,000,000  from  capital  surplus  to  reserve  for 
contingencies  in  1931  and  1932.  Of  this  amount, 
$42,000,000  has  been  used  to  write  down  invest- 
ment in  subsidiaries  and  an  additional  amount  of 
$60,000,000  has  been  applied  in  consolidation 
against  investments  in  subsidiaries,  leaving 
$28,000,000  in  the  consolidated  reserve  for  con- 
tingencies at  December  31,  1934. 

The  consolidated  reserve  for  Federal  income 
taxes  at  December  31,  1934  amounted  to 
$4,211,939.28.  Owing  to  the  various  issues 
involved,  the  final  liability  with  respect  to  addi- 
tional taxes  for  prior  years  cannot  at  this  time 
be  estimated. 

Respectfully  submitted, 

For  the  Board  of  Directors, 
J.  I.  Mange, 

President. 
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AVERAGE  MONTHLY  REVENUE 
AND  CHARGES  PER  CUSTOMER 


Operating  Experts 
Maintenance 
and  Provision 
For  Retirements 


Taxes 
Interest  and 
Underlying 
Amortization  and 
Preferred  Dividends 


Total  Charges 
Deficit 


NUMBER  OF  CUSTOMERS 

Associated  Gas  ond  Electric  Company 


Or.. 

wih  in  Nun 

ber  of  Customers 

Se 

rved  by  Properties  Whiie  in 

Assoc 

nd  Electric  Company 

19!  8 

—23,836 

1926-  423,540 

1919 

—25,670 

1927—  442,636 

1 920 

—27,436 

1928—  474,448 

1921 

—29,170 

1929—1,081,037 

1922 

—44,217 

1930-1,122,167 

1923 

— 48,666 

1931—1,181,925 

1924 

-116,339 

1932—1,172,481 

1925 

-318,540 

1933-1,168,898 

1934  

-1,201,812 

26     28     30     32  34 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

and  Subsidiary  Companies 

Comparison  of  Total  Funded  Debt  with  Secured  Debt 


1922 
1923 
1924 
1955 
1926 


S  3,65B,800 
3,6  19,000 
6,702,600 
6,329,690 
20,452,900 
70,862,150 
•14,769,600 


28> 


6,224 
i,534 
183,296,445 
137,449,818 
160,097,353 
190,059,500 
185,535,400 
181,480,835 


Total 
Funded 
Debt 

%  3,658,800 
3,619,000 
6,702,600 
6,329,690 
20,452,900 
85,348.550 
128,599,950 
150,119.5. 
153,4' 
380,223,650 
397,236,073 
436,085,423 
513,645,733 
479,31 2,506* 
464,913,461* 


1,075 


*EKclus!ve  or  5108,673,800  principal  amour! 
of  debentures  of  Associated  Gas  and  Electric 
Company  deposited  with  Escrow  Agents  under 
Plan  of  Rearrangement  &f  Debt  Capitalization 
in  1933  and  S167.546.860  in  1934. 
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II  III 

III  I  I  I 


n  1 1 1 1 1 


1924     25      26      27      28      29      30  31 


32  33 


34 


Funded  debt  December  31,  1934  includes  $48,120,600  of  debentures  of  Associated 
Gaa  and  Electric  Corporation  which  aro  convertible  at  holder's  option  into  twice  the 
principal  amount  of  income  debentures  of  Associated  Gas  and  Electric  Corporation 
and  will  become  convertible  at  the  holder's  option  into  twice  the  principal  amount 
of  sinking  fund  income  debentures  of  Associated  Gas  and  Electric  Company. 


Associated  Gas  and  Electric 

OPERATIONS   AND  PROGRESS 

For  the  Year  Ended  December  31,  1934 


System 


N  1934,  for  the  first  time  since  1931,  gross  operating  revenues  increased  over  the 
preceding  year.  But  this  gain  was  more  than  offset  by  higher  operating  costs  and 
a  marked  increase  in  taxes.  Consequently,  net  operating  revenue  declined.  The 
percentage  of  decrease,  however,  was  only  about  one-third  as  great  as  in  1933.  It 
appears  that  the  period  of  receding  gross  earnings  may  be  at  an  end.  However, 
if  taxes  continue  to  rise,  as  they  have  in  recent  years,  it  will  become  increasingly 
difficult  to  produce  net  operating  revenues  adequate  to  insure  profitable  operations. 
Results  of  the  year's  operations  are  summarized  below: 


1.  Gross  operating  revenues  were  3fo  higher 
than  in  1933.  Operating  expenses  and  mainte- 
nance increased  8%.  Taxes  rose  10%  over  the 
preceding  year.  As  a  result  of  these  substantial 
increases,  which  were  beyond  the  control  of  the 
Management,  net  operating  revenue  dropped  5% 
below  the  1933  figure. 

2.  New  business  secured  during  the  year  will 
add  an  estimated  $6,111,537  to  gross  annual  rev- 
enues. This  increase  resulted  from  new  indus- 
trial and  commercial  installations  and  from  sales 
of  household  gas  and  electric  appliances  both 
by  companies  in  the  Associated  System  and  by 
independent  dealers. 

3.  The  number  of  electric  customers  served 
increased  3%  to  a  total  of  1,001,430  during  the 


year,  passing  the  million  mark  for  the  first  time. 
Customers  using  gas,  water,  or  steam  service  in- 
creased 2%  to  450,159,  the  largest  number  served 
by  these  departments  since  1931. 

4.  Registered  security  holders  totaled  254,965 
on  January  1,  1935,  an  increase  of  993  since 
January  1,  1934.  This  number  includes  8,659 
institutions  or  individuals  acting  in  a  fiduciary 
capacity.  Excluding  duplications,  holders  of 
registered  and  coupon  securities  combined  exceed 
300,000. 

5.  During  the  past  year,  $4,900,000  was  spent 
for  new  construction  and  improvements.  This 
was  $700,000  more  than  in  1933,  but  only  about 
42%  of  the  average  annual  expenditure  during 
the  last  five  years. 


Note — Pages  7  to  13  of  this  report  deal  with  the  Associated  Gas  and  Electric  System, 
which  includes  the  Associated  Gas  and  Electric  Company  and  the  New  England  Gas 
and  Electric  Association.  Pages  I  to  6  and  14  to  28  deal  with  Associated  Gas  and 
Electric  Company,  whose  operating  revenues  are  86%  of  those  of  the  System. 


Page  seven 


SUMMARY  OF  OPERATIONS 


1934 

1933 

%  Increas 

Number  of  electric  customers   

1,001,430 

973,111 

2.91 

Number  of  customers  using  gas,  water  or  steam 

service      _ 

450,159 

441,813 

1.88 

Gross  operating  revenues   

$97,148,431 

$94,297,643 

3.02 

Operating  income   

$27,487,243 

$29,913,918 

8.11* 

Total  electric  output  in  units  (kwh.)  net  

3,158,355,186 

3,120,099,042f 

1.22 

Total  gas  sendout  in  units  (m.c.f.)   

18,421,923 

16,808,404 

9.59 

Units  of  electricitv  (kwli. )  sold  per  residential 

customer   _  „  „  ,„ 

510 

491 

3.86 

Units  of  gas  (m.c.f.)  sold  per  residential  cus- 

tomer       

28.8 

28.1 

2.49 

Approximate  annual  revenue  resulting  from  New 

Business  activities   

$6,111,537 

$5,631,146 

8.53 

"  %  Decrease. 

t  Electric  output  for  1933  revised  to  be  on  comparable  basis  with  1934. 


EARNINGS 


The  statement  of  comparative  earnings  of  the  entire  System  for  the  latest  period  available  (the 
twelve  months  ended  July  31,  1935  and  1934)  and  for  the  calendar  years  1934  and  1933  are  given 
below  in  the  condensed  form  similar  to  which  they  are  published  each  month: 


Twelve  months  ended  July  31 

Twelve  months  ended  Dee.  31 

1935 

1934 

1934 

1933 

Kfa*trfr   

$75,349,183 
16,070,040 
2,567,133 
3,164,022 
1,594,446 
1,182,861 

$73,844,280 
15,754,971 
2.402,558 
1,428,738 
1,576,792 
1,214,656 

$74,484,900 
15,849,438 
2,630,525 
1,410,800 
1,569,053 
1,203,715 

$72,441,620 
15,454,709 
2,299,913 
1,454,587 
1,442,490 
1,204,324 

Gas  —  

Transportation   .  — — „,  

Heating     , — 

Total  Gross  Operating  Revenues      

Operating  Expenses,  Maintenance,  etc. 

Taxes   

$99,927,665 

$96,221,995 

$97,148,431 

$94,297,643 

$53,481,993 
10,711,076 

$48,841,990 
10,805,064 

$50,518,981 
10,696,073 

$46,693,953 
9,691,133 

Total  Operating  Expenses,  Taxes,  etc.  —  _  _ 

Net  Operating  Revenue 

$64,193,069 

$59,647,054 

$61,215,054 

$56,385,086 

$35,734,596 
8,986,318 

$36,574,941 
8,341,818 

$35,933,377 
8,446,134 

$37,912,557 
7,998,639 

Provision  for  Retirements  (Renewals  and  Replace 

ments)  ~— — ™— 

Operating  Income       -. 

$26,748,278 

$28,233,123 

$27,487,243 

$29,913,918 
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RECORD  OF  OPERATIONS 


Both  gross  and  net  earnings  reached  maximum 
levels  in  1930,  declined  continuously  until  1934, 
when  for  the  first  time  they  began  to  increase. 
Although  the  amount  of  sales  of  electric  units 
(kwh.)  was  larger  in  1934  than  in  1930,  the  gross 
earnings  in  1934  were  less. 

The  number  of  customers  served  by  Associated 
companies  is  1,451,589,  which  is  the  highest  in 


the  history  of  the  Associated  System.  The  num- 
ber of  electric  customers  never  ceased  to  increase 
during  the  entire  decade,  and  for  the  first  time 
exceeded  one  million  in  1934.  Gas,  water,  and 
steam  (particularly  gas)  customers  reached  a 
maximum  number  in  1930,  declined  regularly 
but  slightly  until  1934,  when  there  was  a  sub- 
stantial increase. 


(These  statistics  include  operations  of  the  Associated  Gas  and  Electrie  Company  and  subsidiaries  and  the  New 
England  Gas  and  Electric  Association  and  subsidiaries,  which  comprise  the  Associated  Gas  and  Electric  System.) 


Fur  Years  Ended 

December  31 


Annual  Earnings 
Cross"  Net! 


Sales 
Units  (kwh.) 


Number  of  Customers 
Gas,  Water, 
Electric  Steam 


1924_ 

1925... 
1926... 
1927... 
1928— 
1929 

1930  

1931... 
1932... 


$  69,794,738 
77,175,669 
85,798,189 
92,550,778 
99,072,146 
108,496,804 
112,147,615 
109,503,185 
100,173,910 
95,355,742 
98,541,173 


828,448,349 
33,983,624 
38,516,087 
43,028,164 
47,275,200 
53,037,214 
54,665,372 
52,966,079 
45,360,124 
38,368,918 
39,423,854 


1,405,677,796 
1,583,191,145 
1,858,826,215 
1,925,507,892 
2,092,135,929 
2,466,441,783 
2,520,768,793 
2,720,842,436 
2,493,578,126 
2,636,480,660 
2,625,421,9201 


595,745 
668,809 
740,879 
795,762 
846,461 
907,376 
950,032 
971,375 
972,396 
973,111 
1,001,430 


*  Including  Non-operating  Eevcnues. 

t  Before  Provision  for  Retirements  aud  Federal  Income  Taxes. 

t  Decrease  in  kwh.  sales  in  1934  due  to  change  in  the  method  of  reporting  by  certain  operating  companies. 
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NEW  CONSTRUCTION  OF  $4,900,000 


Expenditures  for  extensions  and  improvements 
during  the  past  five  years  have  been  as  follows: 


1930   $32,000,000 

1931   -   13,000,000 

1932   _  4,600,000 

1933...  -   4,200,000 

1934   4,900,000 


The  amount  spent  in  1934  was  only  15<fo  of 
that  spent  in  1930.  Although  adequate  service 
will  be  maintained,  reduced  earnings,  difficulties 
of  financing,  and  the  uncertain  political  situation 
discourage  any  substantial  improvements  or  ex- 
tensions in  service. 


SECURITY  HOLDERS  INCREASE— TOTAL  NUMBER  254,965 


Holders  of  registered  securities  numbered  254,- 
965  on  January  1,  1935.  This  is  an  increase  of 
993  over  the  253,972  on  January  1,  1934.  Holders 
of  registered  and  coupon  securities  combined, 
excluding  duplications,  exceed  300,000.  There 
are  239,942  registered  security  holders  in  the 
United  States.  States  which  lead  in  the  number 
of  investors  are  New  York,  89,640;  Pennsylvania, 
51,693;  Massachusetts,  15,500;  Illinois,  11,785; 
New  Jersey,  11,079 ;  and  California,  9,346.  There 
are  also  registered  security  holders  in  34  foreign 
countries. 


Of  the  254,965  registered  security  holders, 
118,326  are  also  customers  of  the  Associated 
System.  This  total  also  includes  8,659  institu- 
tions and  fiduciaries,  classified  as  follows : 


Banks  and  Trust  Companies.... 

Investment  Trusts   

Investment  Funds  „    


Schools  and  Colleges      

Churches    _        

Fraternal  and  Benevolent  Organizations...... 

Insurance  Companies   

Fiduciaries  (including  5,049  individuals)... 


874 
302 
692 
92 
111 
4S9 
140 
5,959 

8,659 


ASSOCIATED  GAS  AND  ELECTRIC  SYSTEM 
254,965  REGISTERED  SECURITY  HOLDERS 


?  93 

254,965  REGISTERED 
SECURITY  HOLDERS 

United  Stales   239,942 

United  Stales  Possessions .  2,61 

Europe    10,117 

Asia  .  . 

Africa   6 

South  America        ...  23 

Canada   2,103 

Miscellaneous   68 
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REGISTERED  SECURITY  HOLDERS 


1910 
1911 

—42 

—46- 

1922- 

—150 

1923- 

 702 

1 91 2 

—47 

1924- 

—6,000 

1913 

-100 

1925- 

—38,000 

1914 

-107 

1926- 

—41,000 

1915- 

-118 

1927- 

-56,537 

1916 

-145 

1928- 

—66,263 

1917 

-  81 

1929- 

-190,139 

1918- 

-115 

1930- 

-213,278 

1919- 

-127 

1931- 

-237,115 

1920 

-121 

1932- 

-254,784 

1921- 

-148 

1933- 

-253,972 

934— 

 254,965 

240 

210  O 
> 

180  Z 

o 

150  O 
120  | 
90  3 
60° 


1924  25  26  27  28  29  30  31  32  33  34 


SOURCES  OF  OPERATING  REVENUES 


Electric  if  y: 
Residential 

Commercial 
Power 


14.8 
21.7 


Other  VU 

Total  Electricity  76.7 

Gas  163 

Total  Efec.  and  Gas  93.0 

Other  7.0 

Total  100.0% 


EMPLOYEE  INVESTMENTS  EXCEED  $4,000,000 


In  October,  1935,  the  Utilities  Employees  Se- 
curities Company,  which  provides  a  means  of 
systematic  saving  and  investment  for  Associated 
employees,  "will  complete  its  fourth  year  of  opera- 
tion. Up  to  June  30,  1935,  employees  partici- 
pating in  this  program  had  saved  a  total  of 
$4,752,488.07  from  their  earnings,  which  has  been 
invested  in  securities  of  Associated  companies. 


On  June  30,  this  company  owned  securities 
having  a  face  value  of  $17,157,520.  Even  at 
present  abnormally  low  prices,  their  market  value 
is  substantially  in  excess  of  the  face  value  of  In- 
come Bonds  issued  against  them  to  Associated 
employees.  Since  this  plan  became  effective,  in- 
terest has  been  paid  regularly  in  cash  to  all 
employees  participating,  at  the  rate  of  8%  a  year. 


$1,743,000  PAID  IN  INSURANCE  BENEFITS 


A  total  of  $54,250,000  in  ordinary  life  and 
group  insurance  is  now  carried  under  the  Asso- 
ciated Employees  Insurance  Plan — $1,239,000 
more  than  a  year  ago.  Payments  to  beneficiaries 
since  August,  1930,  when  the  Plan  started  to 
operate,  amount  to  $1,743,000.  At  present  13,877 
employees  are  insured,  about  94%  of  those  eligible. 

TAXES  INCREASE  65% 

During  1934  taxes  paid  or  accrued  by  the  Asso- 
ciated System  were  $10,696,073,  an  increase  of 
$1,004,940  or  10%  over  the  $9,691,133  for  1933. 
Taxes  have  increased  65%  during  the  four  years 
of  depression  since  1930.  A  total  of  44  different 
kinds  of  taxes  are  levied  upon  companies  in  the 
Associated  System.  There  are,  in  addition,  many 
fees,  duties,  and  levies  paid  to  regulatory  bodies, 
as  well  as  indirect  taxes  included  in  the  prices 
paid  for  manufactured  articles. 

Last  year  was  the  first  year  in  which  the  3% 
Federal  tax  on  residential  and  commercial  elec- 
tric sales  was  in  effect  for  a  full  year.   A  further 


One-fourth  of  all  insured  employees  who  died 
during  1934  carried  no  other  life  insurance.  An 
additional  18%  had  other  policies  of  $500  or  less. 

The  management  has  received  many  testimonials 
of  gratitude  on  the  part  of  employees  and  their 
dependents.  Unquestionably,  this  Plan  helps  to 
cement  cooperative  employee-employer  relations. 

DURING  DEPRESSION 

drain  on  earnings  was  the  new  Federal  Revenue 
Act  which  prohibited  the  filing  of  Federal  income 
tax  returns  on  a  consolidated  basis.  Each  sub- 
sidiary company  is  now  subject  to  tax  on  its  own 
account,  thus  making  it  impossible  to  apply  the 
interest  charges  of  the  parent  company  against 
the  free  earnings  of  subsidiaries  and  to  compute 
the  tax  on  the  net  income  of  the  entire  group. 
The  new  law  is  particularly  severe  on  groups 
such  as  the  Associated,  which  have  kept  under- 
lying debt  at  a  minimum  and  provided  for  major 
financing  with  interest-bearing  holding  company 
securities. 
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NEW  REVENUE  OF  $6,111,537 


As  the  result  of  its  efforts  to  promote  the  use 
of  electricity  and  gas,  the  New  Business  Depart- 
ment during  1934  obtained  business  estimated  to 
produce  revenue  of  $6,111,537.  This  was  an  in- 


crease of  %  over  the  amount  obtained  in 
1933,  and  was  an  important  factor  in  the  increase 
of  3%  in  gross  operating  revenues  of  the  Asso- 
ciated System. 


Estimated  Annual  Electeic  Sales  Eevenue 


Increase 


Domestic  Appliance  Sales,  Residential  Lighting, 

and  New  Customers       ~  $2,523,313  $2,456,046  $  67,267 

Industrial  Power  and  Lighting  _„       1,199,122  1,109,702  89,420 

Commercial  and  Street  Lighting   _  1,117,505  1,060,282  57,223 


Total  Estimated  New  Electric  Revenue  Added  -   $4,839,940  $4,626,030  $213,910 


Estimated  Annual  Gas  Sales  Revenue 

Domestic  Appliance  Sales  and  New  Customers   $   411,641  $   333,438  $  78,203 

House  Heating                                            ..   _  _   371,006  272,205  99,401 

Industrial   .  —  ~~  250,762  153,535  97,227 

Commercial   —   ~~    237,588  245,938  8,350* 


Total  Estimated  New  Gaa  Revenue  Added   $1,271,597  $1,005,116  $266,481 


Total  Estimated  Annual  New  Electric 

and  Gas  Revenue  Added    $6,111,537  $5,031,146 


Domestic  new  business,  which  constituted  more 
than  half  of  the  total,  increased  about  8%  over 
the  comparable  new  business  reported  for  1933. 
Gas  house  heating  business  showed  a  gain  of 
36%. 

Cooperation  by  independent  appliance  dealers 
was  of  material  assistance.  Of  the  domestic  elec- 
tric new  business  obtained  from  the  sale  of  appli- 
ances and  lighting  equipment,  more  than  74% 
resulted  from  the  sale  of  equipment  by  indepen- 
dent dealers,  and  of  the  domestic  gas  new  busi- 
ness obtained  from  the  sale  of  appliances,  39% 
resulted  from  such  sales  by  dealers.  The  follow- 
ing numbers  of  appliances  were  sold  during  the 
year  by  dealers  and  the  System : 

34,200  electric  refrigerators  1,300  gas  refrigerators 

4,200  electric  ranges  11,800  gas  ranges 

800  electric  water  heaters  5,900  gas  water  heaters 
1,500  electric  ironers  2,800  gas  space  heaters 

34,500  radios 
More  than  1,100  gas  heating  installations  for  houses 
were  made. 

COOPERATION  BY  EMPLOYEES 

The  Employee  Business  Building  Plan  contin- 
ues to  play  an  important  part  in  promoting  sales 
of  domestic  service.    During  1934  it  was  respon- 


sible for  the  development  of  new  business  esti- 
mated to  produce  annual  revenue  of  $1,378,686, 
an  increase  of  39%  over  the  amount  for  1933. 
This  business  was  obtained  from  148,405  pros- 
pects for  the  purchases  of  appliances  whose  names 
were  secured  by  employees.  This  is  16%  more 
prospects  than  were  obtained  the  previous  year. 
Appliance  sales  to  these  prospects  totaled  $4,455,- 
234,  a  third  more  than  similar  sales  for  1933. 

184  NEW  INDUSTRIAL  CONCERNS 

There  were  18^  new  industrial  enterprises 
established  in  areas  served  by  companies  of  the 
Associated  System  during  the  past  year.  This 
activity  resulted  largely  from  cooperative  efforts 
of  community  organizations,  the  operating  com- 
panies of  the  System,  and  the  System's  Indus- 
trial Development  Division.  These  new  concerns 
provided  employment  for  5,973  wage  earners. 
There  were  242  existing  manufacturing  concerns 
which  expanded  their  operations,  and  afforded 
employment  to  2,622  more  wage  earners.  The 
total  estimated  gas  and  electric  revenue  for  Asso- 
ciated companies  from  this  new  and  expanded 
industrial  activity  is  $688,154  annually. 
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RATE  REDUCTIONS  TOTAL  $3,000,000 

In  spite  of  increased  operating  expenses  and  possible   for   Associated   customers   an  annual 

rising  taxes,  companies  in  the  Associated  System  saving  of  $3,000,000,  but  they  also  take  that  much 

reduced  rates  substantially  during  1934  and  1935  away  from  security  holders  whose  investments 

to  date.    These  reductions,  it  is  estimated,  make  made  service  possible  in  the  first  place. 

SIMPLIFYING  THE  CORPORATE  STRUCTURE 


The  process  of  simplifying  the  corporate  struc- 
ture of  the  Associated  System  has  been  under 
way  for  many  years.  Hundreds  of  companies 
have  been  eliminated  as  a  result  of  mergers  or  the 
transfer  of  their  assets  to  other  companies  in  the 
System.  The  System  had  its  period  of  greatest 
growth  just  prior  to  the  depression.  Despite  the 
difficulties  which  arose  from  the  business  condi- 
tions resulting  from  the  depression,  considerable 
progress  continues  to  be  made. 

The  elimination  of  corporations  and  simplifica- 
tion of  corporate  structure  is  not  brought  about 
by  the  mere  desire  to  simplify.  Problems  of  great 
magnitude  are  encountered  whenever  such  moves 
are  undertaken.  Public  Service  Commissions 
must  usually  approve  of  the  transfers  of  proper- 
ties or  stocks  of  operating  companies,  before  the 


necessary  steps  can  be  taken.  Holders  of  minority 
interests  of  preferred  stocks  or  bonds  must  be 
taken  care  of,  and  because  of  the  necessity  for 
paying  them  the  liquidation  or  call  values  for 
their  holdings,  when  it  is  difficult  to  raise  cash, 
it  is  not  always  possible  to  make  progress  until 
their  securities  can  be  retired. 

The  elimination  of  the  right  to  file  consolidated 
income  tax  returns  has  proved  to  be  the  greatest 
obstacle  of  all  to  overcome.  Transactions  between 
wholly  owned  subsidiaries  resulting  in  a  "paper 
profit",  might  subject  the  company  to  tremendous 
income  tax  liabilities.  This  is  recognized  by 
some  members  of  Congress  who  have  proposed 
an  exemption  from  taxes  of  transactions  for  the 
purposes  of  simplification. 


AUDITING 


In  view  of  the  current  political  criticism  of 
public  utilities,  the  Associated  Gas  and  Electric 
Company  is  fortunate  in  that  it  has  always  main- 
tained a  careful  system  of  auditing. 

The  Associated  System  maintains  a  staff  of 
auditors  who  examine  the  accounts  of  local  offices, 
inspecting  consumers'  accounts  receivable,  con- 
sumers' meter  deposits,  reports  on  collections, 
receipts  for  materials  and  supplies,  payrolls,  etc. 

The  accounts  of  the  various  subsidiaries  are 
audited  by  Utility  Accountants  and  Tax  Consul- 
tants, an  organization  composed  of  men  who  are 
especially  qualified  by  training  and  experience  to 
ascertain  facts  and  prepare  reports  for  the  benefit 
of  the  management. 

In  addition,  the  accounts  of  Associated  Gas 
and  Electric  Company  and  subsidiaries  are  regu- 


larly examined  by  independent  certified  public 
accountants.  The  accounts  of  the  parent  com- 
pany have  been  so  examined  from  the  date  of 
incorporation  in  1906.  Since  1930,  all  subsidiaries 
included  in  the  consolidated  statements  have  also 
been  examined  by  independent  certified  public 
accountants  (some  of  them  having  been  previously 
so  examined  for  varying  periods),  the  manage- 
ment feeling  that  in  times  of  economic  stress  its 
security  holders  would  feel  better  satisfied  to  have 
an  independent  check  on  the  accuracy  of  the 
accounts. 

Messrs.  Haskins  &  Sells,  Certified  Public 
Accountants,  were  selected  at  the  annual  meeting 
of  stockholders  to  examine  the  accounts  for  the 
year  ended  December  31,  1934.  A  copy  of  the 
report  of  Messrs.  Haskins  &  Sells  will  be  found 
on  pages  14  to  23. 
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HASKINS  &  SELLS 


IS  BROAD  STREET 


NEW  YORK 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 


ACCOUNTANTS'  CERTIFICATE 

Consolidated  Statements 

Con k ol m ated  Balance  Sheet,  December  31,  1934  (Exhibit  A). 

Capital  Stocks  of  Associated  Gas  and  Electric  Company  (Schedule  1). 
Statement  or  Consolidated  Income  for  the  Yeab  Ended  December  31,  1934  (Exhibit  B). 
Statements  of  Consolidated  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1934  (Exhibit  C). 


Parent  Company  Statements 
Balance  Sheet,  December  31,  1934  (Exhibit  D). 

Statement  of  Income  for  the  Year  Ended  December  31,  1934  (Exhibit  E). 

Statements  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1934  (Exhibit  F). 


ACCOUNTANTS'  CERTIFICATE 

Associated  Gas  and  Electric  Company: 

We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and.  Electric  Company 
(incorporated  in  New  York)  and  the  consolidated  balance  sheet  of  the  company  and  subsidiary 
companies  as  of  December  31,  1934,  and  of  the  related  statements  of  income  and  surplus  for  the 
year  1934.  In  connection  therewith  (except  with  respect  to  the  Manila  subsidiaries)  we  made 
a  review  of  the  accounting  methods,  examined  or  tested,  in  a  manner  and  to  the  extent  which 
we  considered  appropriate  in  view  of  the  companies'  systems  of  internal  accounting  control, 
accounting  records  of  the  companies  and  other  supporting  evidence,  and  made  a  general  review 
of  the  operating  and  income  accounts  for  the  year.  We  previously  made  a  similar  examina- 
tion for  the  year  1933,  The  Manila  subsidiaries  were  examined  for  the  year  1934  by  Certified  Public 
Accountants  in  Manila  and  the  figures  for  those  companies  in  the  accompanying  consolidated  state- 
ments are  as  shown  by  the  accountants'  reports. 

The  statements  in  1934  include  on  a  consolidated  basis  certain  transportation,  securities,  and 
other  non-operating  subsidiaries  which  in  prior  years  were  treated  in  the  consolidated  statements 
as  investments.  In  view  of  the  fact  that  the  transportation  companies  were,  in  most  instances,  under 
reorganization  during  a  part  of  the  year,  their  operations  (which  resulted  in  a  small  net  income, 
exclusive  of  direct  surplus  charges  and  credits)  have  not  been  included  in  the  statement  of  con- 
solidated income,  and  the  surplus  or  deficit  at  December  31,  1934,  has  been  considered  as  applicable 
to  date  of  acquisition.    An  employees  securities  company  has  not  been  consolidated. 
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The  consolidated  statements  include  the  Rochester  Gas  and  Electric  Corporation  whose  common 
stock,  owned  within  the  group,  is  subject  to  a  voting  trust  agreement  under  which  a  minority  of 
the  trustees  are  elected  by  the  parent  company.  Cash,  receivables  (less  reserves)  and  inventories 
of  the  corporation  included  in  the  consolidated  balance  sheet  amount  to  approximately  $4,487,000, 
and  accounts  payable  and  accrued  taxes,  interest  and  preferred  stock  dividends  to  approximately 
$3,182,000.  In  addition,  the  corporation  carries  a  receivable  of  approximately  $900,000  due  from 
an  affiliated  company  which  eliminates  in  consolidation.  The  total  operating  revenues  of  the  corpo- 
ration amounted  to  approximately  $13,624,000  in  1934  and  the  net  income  in  excess  of  dividends 
paid  was  approximately  $420,000.  Surplus  of  the  corporation  included  in  consolidated  corporate 
surplus  at  December  31,  1934,  amounts  to  approximately  $1,979,000.  The  latter  amount  is  after 
treating  as  a  charge  to  corporate  surplus  at  acquisition  (capital  surplus  in  consolidation) 
$1,759,374.05  which  was  charged  to  corporate  surplus  by  the  corporation  to  reduce  the  book  value 
of  undeveloped  water  power  properties  (from  $1,624,846.01  to  $1.00)  and  of  certain  other  property. 

Fixed  capital  (plant,  property,  equipment,  etc.)  has,  with  relatively  minor  exceptions,  been 
revalued  as  of  various  dates  at  estimated  reproduction  cost  including  going  value  and  other  intangi- 
bles. The  related  retirement  reserves  were  also  adjusted  in  this  connection.  We  have  not  undertaken 
to  verify  these  valuations.  The  capital  surplus  resulting  from  these  valuations  has  been  eliminated 
in  consolidation  against  the  carrying  value  of  investments  in  subsidiary  companies. 

Investments  are  carried  at  cost  or  companies'  valuation  and  do  not  purport  to  represent  realizable 
values  at  December  31,  1934. 

During  the  year  Associated  Gas  and  Electric  Company  wrote  down  the  book  value  of  its  invest- 
ments in  subsidiaries  by  a  charge  of  $42,000,000  against  the  reserve  of  $130,000,000  for  contingencies 
created  from  capital  surplus  in  1931  and  1932,  and  in  consolidation  an  additional  $60,000,000  of  the 
reserve  has  been  applied  at  December  31,  1934,  against  investments  in  subsidiaries,  leaving  $28,000,000 
in  the  consolidated  reserve.  At  December  31,  1933,  $94,000,000  of  the  reserve  was  applied  in  con- 
solidation against  investments  in  subsidiaries.  The  capital  surplus  of  $50,000,000  reserved  for  con- 
version of  debentures  (less  $1,873,400  in  consolidation  for  debentures  held  intercorporately)  was 
created  through  the  exchange  of  Associated  Gas  and  Electric  Company  debentures  for  one-half  of 
their  principal  amount  of  Associated  Gas  and  Electric  Corporation  fixed  interest  debentures. 

It  is  the  accounting  policy  of  the  operating  companies,  in  general,  to  make  provision  for  retire- 
ments, renewals  and  replacements  of  fixed  capital  in  amounts  which,  when  added  to  maintenance 
expenditures,  equal  fixed  percentages  of  gross  operating  revenues  less  gas  or  power  purchased  rather 
than  on  the  basis  of  amortization  of  fixed  capital  over  the  estimated  life.  In  certain  exceptions  the 
amounts  provided  are  as  determined  by  the  management  which  amounts  have  been  in  excess  of  the 
requirements  of  the  bond  indentures. 

Debt  discount  and  expense  of  Associated  Gas  and  Electric  Company  and  Eastern  Utilities 
Investing  Corporation,  whose  funded  debt  has  been  undergoing  rearrangement  under  exchange 
offers,  was  charged  to  capital  surplus  in  prior  periods,  and  in  1934,  as  in  1933,  no  portion  thereof 
was  charged  to  operations.  Discount  on  bonds  of  these  companies  reacquired  has  been  credited  to 
capital  surplus. 

Certain  of  the  subsidiary  companies  take  up  as  earnings,  available  for  interest  and/or  dividend 
charges,  the  undistributed  earnings  (less  provision  for  losses)  of  their  subsidiaries.  The  income  of 
Associated  Gas  and  Electric  Company  from  subsidiaries  as  shown  in  the  accompanying  statement  of 
income  on  a  parent  company  basis,  includes  credits  for  interest  and/or  dividends  out  of  such  earnings. 

The  net  operating  income  for  the  year  1934  of  a  subsidiary  engineering  company,  which  has 
been  credited  to  consolidated  corporate  surplus,  includes  profits  of  approximately  $112,000,  resulting 
from  construction  fees  charged  to  property  accounts. 

The  charging  to  capital  surplus  of  the  accumulated  corporate  deficit  of  Associated  Gas  and 
Electric  Company  at  December  31,  1934,  was  approved  at  a  stockholders  meeting  held  on  August 
22,  1935. 

In  our  opinion,  subject  to  the  foregoing  and  to  final  determination  of  liability  for  Federal  income 
taxes,  the  accompanying  balance  sheets  and  related  statements  of  income  and  surplus,  with  nota- 
tions thereon,  fairly  present,  in  accordance  with  accepted  principles  of  accounting  consistently 
followed  by  the  companies,  their  financial  condition  as  of  December  31,  1934,  and  the  results  of  their 
operations  for  the  year. 


New  York, 
August  27,  1935. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CONSOLIDATED  BALANCE  SHEET 

December  31,  1934 

ASSETS 

FIXED  CAPITAL: 

Plant,  property,  equipment,  ete.  (including  going  value  and  other  intaugiblea)  at  estimated  repro- 
duction cost  (with  relatively  minor  exceptions)  at  various  dates  of  revaluation,  plus  subsequent 
additions  at  cost,  less  retirements,  and  $103,109,114.98  uneliminated  balance  of  investments  in 
subsidiaries      M    _      $742,698,589.42 

INVESTMENTS— AT  COST  OB  COMPANIES'  7ALUATI0N: 

In  subsidiary  company  not  consolidated    ($101,000)   and  affiliated  companies 

(including  advances,  open  accounts,  etc.)...-  „  _    ..    $44,533,788.88 

Other  investments  (consists  principally  of  securities  carried  in  a  group  valua- 
tion;  market   value   of   those  securities   for  which   quotations   are  available, 

approximately   $1,510,000)         25,946,284.03  70,480,072.91 


SPECIAL  DEPOSITS  FOR  MATURED  BOND  INTEREST,  ETC  _     $  1,348,778.07 

Less:  Unpresented  matured  coupons,  e'.c         1,348,778.07 


SPECIAL  DEPOSITS  FOR  SINKING  FUNDS,  ETC     _  _  538,047.22 

CASH  (including  working  funds)         -    7,458,442.37 

NOTES  AND  ACCOUNTS  RECEIVABLE: 

Consumers  —    .    $  6,976,538.04 

Appliances  (including  $021,010.75  pledged  against  notes  payable)  -  1,453,389.78 

Miscellaneous    (including  $186,744.56  due  from  employees)   „..        1,389,684.73  9,819,612.55 


MATERIALS  AND  SUPPLIES  (book  inventories)   4,236,750.65 

PREPAID  EXPENSES   374,866.39 

UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE  ,   7,938,790.46 

MISCELLANEOUS  UNADJUSTED  DEBITS  (including  balances  in  closed  banks  of  $115,181.18)-  1,198,600.25 


TOTAL     _        „  _   $844,743,778.22 


Notations:      Debt  discount  and  expense  of  Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Investing  Corporation  appli- 
cable to  the  future  has  been  charged  to  capital  surplus. 

Certain  securities  which  eliminate  in  the  above  statement  are  pledged  as  collateral  to  notes  payable  and  funded  debt 
or  deposited  under  escrow  or  other  agreements. 

No  provision  has  been  made  for  undeclared  cumulative  interest  on  obligations  of  Associated  Gas  and  Electric  Com- 
pany convertible  into  stock  at  company's  option  ($5,503,351.97)  nod  undeclared  cumulative  dividends  on  preferred 
and  preference  stocks  of  Associated  Gas  and  Electric  Company  ($5,793, 503.92). 

Interest  was  past  due  on  certain  bonds  of  subsidiary  companies  at  December  31,  10:)4.  The  principal  amounts  of 
such  bonds  held  by  the  public  were  as  follows:  American  Utilities  Company  G%.  due  1345,  $318,1100,  and  6M>%,  due 
1941,  $41,000;  Eastern  Utilities  Investing  Corporation  5%,  due  1954,  $1,087,000;  Florida  Public  Service  Company 
6^,  due  1955,  $l,45(i.n00,  fiV-Ct.  due  1949,  $298,000,  and  7%,  due  1934.  $91,600;  Rochester  Central  Power  Cor- 
poration 5%,  due  1953,  $l,:j.40,000.  Provision,  however,  has  been  made  in  the  above  statement  for  the  interest  accrued 
to  December  31,  1934. 

Dividends  were  in  arrears  at  December  31.  1934,  on  preferred  stocks  of  the  following  subsidiary  cnnipiinies :  Amer- 
ican Utilities  Company,  Broad  River  Power  Company,  Eastern  Utilities  In  vesting  Corporation,  Florida  Public  Service 
Company,  General  Gas  &  Electric  Corporation,  New  York  Central  Electric  Corporation,  Ohio-Midland  Light  and  Power 
Company,  Rochester  Central  Power  Corporation,  and  Southern  Ice  and  Utilities  Company.  Provision,  however,  has 
been  made  in  the  above  statement  for  accrued  dividends  on  these  stockB  to  December  31,  1934. 

The  company  has  a  contingent  liability  as  guarantor  of  interest  up  to  8%  per  annum  on  $3,154,990  principal 
amount  of  income  bonds  of  Utilities  Employees  Securities  Company  (an  indirect  subsidiary  not  consolidated)  issued 
to  employees  of  the  Associated  Oas  and  Electric  System.  There  was  no  interest  due  and  unpaid  on  these  bonds  at 
December  31,  1934. 

The  companies  have  a  contingent  liability  of  an  indefinite  amount  for  additional  Federal  income  taxes  claimed  by 
the  United  States  Treasury  Department  in  connection  with  consolidated  returns  for  prior  years.  As  of  December  31, 
1934,  claims  for  years  192fi  to  1929,  inclusive,  against  the  company  and/or  its  subsidiaries  included  in  the  consolidated 
returns  amounted  to  approximately  $14,000,000,  exclusive  of  interest.  Subsequent  years,  and  in  some  instances  the  year 
1929,  are  still  subject  to  review.  One  of  the  principal  claims  relates  to  transactions  in  which  the  company  main- 
tains its  position  is  in  accordance  with  the  reorganization  provisions  of  the  income  tax  regulations.  The  claims 
are  in   process  of  appeal  before  the  United   States  Board  of  Tax  Appeals  or  are  being  contested  before  the  United 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1934 

LIABILITIES 

CAPITAL  STOCK  AND  SURPLUS   (including  capital  surplus  reserved  for  con- 
version of  debentures  and  for  other  contingencies)  : 

Capital  stock  of  Associated  Gas  and  Electric  Company — Schedule  1  —  $  84,638,636.76 

Consolidated  surplus — Exhibit  C: 

Capital  ™   5,259,193.54 

Corporate       6,413,952.99 

Capital  surplus  reserved  for  conversion  of  debentures  ($48,126,600)  and  for 

other  contingencies  ($28,000,000)        76,126,600.00 

Capital  stock  of  General  Gas  &  Electric  Corporation  and  Eastern  Utilities 
Investing  Corporation,  the  majority  of  which  rank  with  stocks  of  Associated 

Gas  and  Electric  Company  (including  applicable  surplus)-  -    24,150,004.57 

Other  subsidiary  companies'  capital  stocks: 

Preferred   _    33,342,323.33 

Common  and  participating  (less  applicable  deficit)   -  _   325,172.34  $230,255,883.53 


OBLIGATIONS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  CONVERTIBLE  INTO 
STOCK  AT  COMPANY'S  OPTION  ($51,756,234)  AND  OBLIGATIONS  OF  SUBSIDIARY 
COMPANY  OF  EQUIVALENT   RANK   ($1,087,000)   -    52,843,234.00 

FUNDED  DEBT  AND  INTEREST-BEARING  SCRIP: 

Associated  Gas  and  Electric  Company      $260,052,633.92 

Less:  Fixed  interest  debentures  deposited  and  held  by  Escrow  Agents  under 

Plan  of  Rearrangement  of  Debt  Capitalization™.  ,    167,546,860.00 

Remainder  _  -  *    -  -  _  -  —    $101,505,773.92 

Subsidiary  companies: 

Associated  Gas  and  Electric  Corporation—     ™  ™  —  115,758,965.00 

Other  subsidiary  companies  (including  $957,700  due  in  1935)   —    247,648,722.72  464,913,461.64 


NOTES  PAYABLE  (includes  $1,870,000  covered  by  pledge  of  bonds  of  subsidiary  companies  elim- 
inated in  consolidation  and  $404,079.72  covered  by  pledge  of  appliance  accounts  receivable)   5,570,598.78 

ACCOUNTS  PAYABLE  (including  $91,600  past-due  bonds  of  Florida  Public  Service  Company)..™  3,030,473.41 

TAXES  ACCRUED        6,198,109.18 

INTEREST  AND  MISCELLANEOUS  ACCRUALS  (including  $294,067.96   past-due   interest  on 

funded  debt  of  subsidiaries)   _  «  -.-  -  7,844,804.44 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS   _      -    4,280,620.74 

RESERVE  FOR  FEDERAL  INCOME  TAXES  (subject  to  final  determination)   -  -  4,211,939.28 

RESERVE  FOR  RETIREMENTS.  RENEWALS  AND  REPLACEMENTS  OF  FIXED  CAPITAL 

(including  adjustments  resulting  from  revaluation)-  -  ~  ~    ™  -  58,475,129.86 

RESERVE  FOR  DOUBTFUL  ACCOUNTS  RECEIVABLE.  -  -    -  1,018,789.00 

CONTRIBUTIONS  FOR  EXTENSIONS— NON-REFUNDABLE  ™.  -™    2,192,311.62 

MISCELLANEOUS  RESERVES  AND  UNADJUSTED  CREDITS  (including  $1,302,942.79  accrued 

cumulative  dividends  not  currently  being  paid  on  preferred  stocks  of  subsidiaries). —    3,908,422.74 


$844,743,778.22 


-(Continued)  : 

States  Treasury  Department.  Because  of  the  numerous  issues  involved  it  is  impracticable  to  estimate  what  the 
tax  liability  will  be  when  the  cases  are  finally  settled.  Since  December  31,  1934,  the  claims  as  of  that  date  have 
been  reduced  by  approximately  $4,000,000  at  a  cash  outlay  of  approximately  $400,000  and  in  the  opinion  of  officials 
of  the  company  the  remaining  claims  will  be  similarly  reduced  after  full  consideration  of  the  facts.  A  reserve  of 
$4,211,939.28  has  been  provided  in  the  above  statement. 

Capital  stock  of  Associated  Gas  and  Electric  Company  above  includes  ¥8,590,547  unsurrendered  convertible  debenture 
certificates,  etc.,  which  have  been  called  for  conversion  into  cumulative  preferred  and  preference  stocks. 

EXHIBIT  A 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  193d 


Operating  Revenues: 

Electric    

Gas   


Steam  heating,  water,  ice,  transportation,  etc.  . 

Operating  Expenses  and  Taxes: 

Operating  expenses    ~    -  — 

Maintenance    -   


Provision  for  retirements,  renewals  and  replacements  of  iixed  capital... 
Provision  for  taxes  (including  Federal  income  taxes)    


Operating  Income  „_   _      

Other  Income: 

Interest  and  dividends  on  investments,  etc.: 

Subsidiary  companies,  not  consolidated   

Affiliated  companies   

Other   


Income  of  subsidiary  management  and  other  non-utility  companies 


23,987.67 
172,530.17 
385,502.77 
605,025.62 


$65,993,443.04 
11,381,493.47 
6,59S,152.05  $S3,973,0SS.^ 


$36,139,008.45 
6,882,246.80 
7,329,680.04 
8,5S9,951.92 


*  1,187,046.23 


58,940,887.21 


Less:  Non-operating  expenses,  not  including  expenses  of  Plan  of  Rearrangement  of 
Debt  Capitalization  of  Associated  Gas  and  Electric  Company  ($2,321,054.63), 
whieh  were  charged  to  surplus       

Gross  Income    _™„_™_™.  

Deductions  from  Income: 
Subsidiary  companies: 

Operating  utility  and  group  companies: 

Interest  on  funded  debt   

Interest  on  unfunded  debt        


Less:  Interest  charged  to  construction  (credit)... 

Amortization  of  debt  discount  and  expense.  — 

Dividends  on  preferred  stocks  paid  or  accrued  _ 


$11,995,427.13 
662,079.44 
68£82.20 
1,225,873.23 
2,057,988.84 


Associated  Gas  and  Electric  Corporation : 
Interest  on  fixed  interest  debentures  — 
Interest  on  income  debentures  


$15,878,086.44 


Amortization  of  debt  discount  and  expense™. 

Associated  Gas  and  Electric  Company: 

Interest  on  fixed  interest  debentures  

Interest  on  sinking  fund  income  debentures  _ 
Interest  on  interest-bearing  scrip,  etc.  _™.  


$  2,933,862.27 
1,560,788.22 

70,589.44  4,565,239.£ 


$  5,891,142.58 
50,754.62 

81,818.42  6,023 


'J  .'.62 


Loss,  Exclusive  of"  Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated 
Gas  and  Electric  Company  ($2,321,054.63)  and  Interest  on  that  Company's  Income  Deben- 
tures (§5,285.00),  Which  Were  Charged  to  Surplus,  and  Exclusive  of  Interest  on  Obliga- 
tions of  Associated  Gas  and  Electric  Company  Convertible  into  Stock  at  Company's  Option 
on  Which  No  Interest  Was  Paid  During  the  Tear,  and  Cumulative  Dividends  Unpaid  on 
Preferred  Stocks  of  General  Gas  &  Electric  Corporation  and  Eastern  Utilities  Investing 
Corporation   


$26,076,402.04 


Notations:  No  provision  has  been  made  in  the  above  statement  for  amortization  of  debt  discount  and  expense  of  Associated  Ons 
and  Electric  Company  and  Eastern  Utilities  Investing  Corporation — all  such  discount  and  expense  has  berni  charged 
to  capita]  surplus.  The  funded  debt  of  these  companies  was  subject  to  exchange  offers  at  December  ill,  1934.  The 
exchange  offer  on  Eastern  Utilities  Investing  Corporation  has  since  been  withdrawn. 

The  above  statement  does  not  include  the  operations  of  certain  transportation  companies  which  were  under  reorgani- 
zation during  part  of  the  year  and  which  in  prior  years  were  not  consolidated.  The  surplus  or  dolicit  of  those  com- 
panies as  of  December  31,  1934,  has  been  treated  as  applicable  to  date  of  acquisition.  The  operating  revenues  nf 
these  companies  amounted  to  approximately  $2,900,000  for  the  year  1934  and  the  net  income  (exclusive  of  surplus 
adjustments)    to    approximately  $23,500. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 


STATEMENTS  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1934 


Balance,  January  1,  1934 


Corporate 
Surplus 


Capital 
Surplus 


$  4,ieO,552.Se*     $  9,660,995.21 


Surplus  at  January  1,  1934,  of  subsidiary  companies  not  previously  consolidated, 
including  capital  surplus  arising  as  a  result  of  the  inclusion  of  such  companies 
in  the  consolidation      -  ™   - 


surplus  of  subsidiaries.... 


Adjustment  of  minority  interest  in 

Discounts  on  reacquired  securities      

Restoration  of  portion  of  capital  surplus  previously  eliminated  against  inter- 
company investments  in  stocks,  offset  principally  by  reduction  of  reserve  for 
contingencies  by  $8,000,000           

Net  operating  income  of  subsidiary  engineering  company   —  „ 

Accumulated  corporate  deficit  of  Associated  Gas  and  Electric  Company  to  Decem- 
ber 31,  1934,  charged  to  capital  surplus    _  — 

Miscellaneous  „  ~     


1,457,931.49 
698,612.65 


69,596.18 

2,435,028.56 
199.7SG.33 


2,293,134.38 
709,294.26 
8,362,094.11 


13,435,028,56 
1S2.208.13 


$10,740,402.89  $17,364,770.60 


Deductions  : 
Loss  for  the  year- 


Interest  on  Associated  Gas  and  Electric  Company  income  debentures.... 


390,639.95 
5,285.00 


Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas 
and  Electric  Company          

Unpaid  interest  and  cumulative  preferred  dividends  of  General  Gas  &  Electric 
Corporation  and  Eastern  Utilities  Investing  Corporation  (dependent  upon  in- 
come from  investments  in  securities  of  Associated  Gas  and  Electric  Company 
on  none  of  which  is  any  income  being  currently  received)   ...„  —  

Payment  to  insurance  company  (in  addition  to  current  year's  accrual  charged  to 
operations)  to  augment  employees'  pension  fund  of  Rochester  Gas  and  Electric 
Corporation   —    

Adjustment  of  excess  reproduction  cost  valuations  of  fixed  capital,  and  excess 
reproduction  cost  of  property  retired  or  sold  (net)   -.  -  —  -   

Reduction  of  book  values  of  certain  undeveloped  water  power  properties  to  $1.00 
($1,624,845.01)  and  other  property  ($134,529.04)- — charged  against  corporate 
surplus  by  subsidiary   

Capital  stocks  reacquired  and/or  retired  (including  former  inter-company  holding 
previously  eliminated  from  stated  capital  at  liquidation  value,  $4,540,700.00)  

Miscellaneous  _  _    -  ....  __.  ~_  


Balance,  December  31,  1934  . 


4,764,780.45 
139,041.84 


4,326,449.90  $12,105,577.06 


$  5,259,193.54 


The  above  statement  of  "corporate  surplus"  does  not  include  any  charge  for  amort  Station  of  debt  discount  and  expense 
of  Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Investing  Corporation — all  such  discount  and  expense 
has  been  charged  to  capital  surplus  in  prior  years.  The  funded  debt  of  these  companies  was  subject  to  exchange 
offers  at  December  31,  1934.  The  exchange  offer  on  Eastern  Utilities  Investing  Corporation  has  since  been  withdrawn. 
See  notation  to  consolidated  balance  sheet  regarding  interest  and  dividends  in  arrears  for  which  no  provision  has  been 
made  above. 
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Associated  Gas  and  Electric  Company 
BALANCE  SHEET 

December  31,  1934 

ASSETS 

Investments  in  Subsidiaries: 

Common  stocks — Entire  issue  in  each  case — at  company's  valuation: 
Associated  Gas  and  Electric  Corporation— 6,710,000  shares  of  $1.00  par  value  each  $507,624,540.00 

Eastern  Utilities  Securities  Corporation— 6,000  shares  of  $1.00  par  value  each   42,000.00 

Convertible   obligations   of   Eastern   Utilities    Securities   Corporation  (principal 

amount  $51,830,000)      m  _  „_...  11,830,000.00 

Accounts  receivable: 

"The  Associated  Corporation    „_     3,970,480.00 

Associated  Gas  and  Electric  Corporation     344,138.19 

•Associated  Gas  and  Electric  Securities  Company  (Del.)  .  ___.     1,784,000.00 

Eastern  Utilities  Securities  Corporation    1,309,536.51  $526,904,094.70 

Special  Deposits  tor  Matured  Bond  Interest   _    „   $  205,990.44 

Less:   Unpresented  matured  coupons,  etc.  _       205,999.44  — 

Other  Special  Deposits  _.,  __       „  „  „_  576.95 

Cash     4,963.20 

Miscellaneous  Unadjusted  Debits   _  ....   668.92 

Contra  to  Liability  for  Assumption  of  Bonds  of  Subsidiary  Company  due  1953.  Included  in 

Funded  Debt   „    _   1,000,000.00 


LIABILITIES 

Capital  Stock  (including  stock  to  be  issued)  and  Surplus   (including  capital 
surplus  reserved  for  conversion  of  debentures  and  for  other  contingencies)  : 

Stated  capital           .   _  _    $189,605,595. 76t 

Surplus— Exhibit  P: 

Capital   __„         $  3,796,533.27 

Corporate        —  3,796,533.27 


Capital  surplus  reserved  for  conversion  of  debentures  ($50,000,000)  and  for  other 
contingencies   ($88,000,000)   _      138,000,000.00  $331,402,129.03 


Obligations  Convertible  into  Stock  at  Company's  Option   78,327,134.00 

Funded  Debt: 

Fixed  interest  debentures        $279,276,000.00 

Less:   Fixed  interest  debentures  deposited  and  held  by  Escrow 

Agents  under  the  Plan  of  Rearrangement  of  Debt  Capitalization     107,546,860.00  $111,729,140.00 

Sinking  fund  income  debentures   „   1,279,250.00 

Income  debentures  _   ,       105,700.00 

Interest-bearing  scrip  due  1937  and  1938  (including  interest  accrued  to  Decem- 
ber 31,  1934,  payable  at  maturity  of  scrip)   _  _  __                  974,179.80  114,088,269.80 

Taxes  Accrued     75,433.48 

Interest  Accrued    ,  __   1,693,034.85 

Reserve  for  Taxes  (including  Federal  income  taxes  subject  to  final  determination)    2,010,542.59 

Miscellaneous  Reserves  .  ,  314.360.02 

Total         $527,910,903.77 

See  Notations  on  Following  Page 
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Associated  Gas  and  Electric  Company 

NOTATIONS  TO  BALANCE  SHEET 

December  31,  1934 

*  Indirect  subsidiaries  of  Associated  Gas  and  Electric  Company. 

t  Includes  $8,591,547  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been  called  for  conversion  into  cumulativa 
preferred  and  preference  stocks. 

No  provision  has  been  made  in  the  above  statement  for  unpaid  cumulative  interest  on  obligations  convertible  into  stocks  at  company's  option, 
$7,722,332.59,  and  unpaid  cumulative  dividends  on  preferred  and  preference  stocks,  $24,646,480.75.  Of  the  foregoing  amounts,  $5,563,- 
351.97  and  $5,793,503.92  apply,  respectively,  to  securities  held  by  the  public,  and  the  balance  applies  to  securities  held  intercorporately. 

The  company  and  its  subsidiaries  have  a  contingent  liability  of  an  indefinite  amount  for  additional  Federal  income  taxes  claimed  by 
the  United  States  Treasury  Department  in  connection  with  consolidated  returns  for  prior  years.  Aa  of  December  31,  1934 
claims  for  years  1926  to  1929,  inclusive,  against  the  company  and/or  its  subsidiaries  included  in  the  consolidated  returns  amounted 
to  approximately  $14,000,000,  exclusive  of  interest.  Subsequent  years,  and  in  some  instances  the  year  1929,  are  still  subject  to 
review.  One  of  the  principal  claims  relates  to  transactions  in  which  the  company  maintains  its  position  is  in  accordance  with  the 
reorganization  provisions  of  the  income  tar  regulations.  The  claims  are  in  process  of  appeal  before  the  United  States  Board  of 
Tax  Appeals  or  are  being  contested  before  the  United  States  Treasury  Department.  Because  of  the  numerous  issues  involved  it  is 
impracticable  to  estimate  what  the  tax  liability  will  be  when  the  cases  are  finally  settled.  Since  December  31,  1934,  the  claims  as 
of  that  date  have  been  reduced  by  approximately  $4,000,000  at  a  cash  outlay  of  approximately  $400,000  and  in  the  opinion  of 
officials  of  the  company  the  remaining  claims  will  be  similarly  reduced  after  fi  II  of  the  facts.    A  reserve  of  $2,010,- 

542.59  has  been  provided  in  the  above  statement  and  additional  reserves  of  $2,201,396.69  have  been  provided  by  subsidiary  com- 
panies consolidated,  or  a  total  of  $4,211,939.28. 

The  company  has  a  contingent  liability  in  connection  with  a  joint  agreement  to  indemnify  another  corporation  for  any  loss  sustained 
through  its  guarantee  of  principal  and  interest  on  joint  and  refunding  mortgage  5%  bonds  of  Empire  Gas  and  Electric  Company 
and  Empire  Coke  Company  (principal  amount  $4,543,000  due  in  1941,  of  which  $14,000  are  held  in  treasury  of  Empire  Gas  and 
Electric  Company  and  $1,860,000  pledged  with  trustee  as  collateral  to  Empire  Gas  and  Electric  Company's  general  and  refunding 
mortgage  bonds  6%  series  A,  due  1952)  and  of  dividends  on  $315,000  par  value  of  Empire  Gas  and  Electric  Company's  series 
A  6%  cumulative  preferred  stock.  Empire  Gas  and  Electric  Company  is  an  indirect  subsidiary  of  Associated  Gas  and  Electric 
Company,  and  Empire  Coke  Company  has  been  merged  with  the  said  subsidiary.  There  was  no  interest  on  the  bonds  or  dividends 
on  the  stock  due  and  unpaid  at  December  31,  1034.  The  company  also  has  a  contingent  liability  as  guarantor  of  interest  up  to  8% 
per  annum  on  $3,154,990  principal  amount  of  income  bonds  of  Utilities  Employees  Securities  Company  (an  indirect  subsidiary)  issued 
to  employees  of  the  Associated  Gas  and  Electric  System.    There  w;ts  no  interest  due  and  unpaid  on  these  bonds  at  December  31,  1934. 


Associated  Gas  and  Electric  Company 
STATEMENT  OF  INCOME 

For  the  year  ended  December  31,  1934 

Income: 
From  subsidiary  companies: 

Dividends  (from  Associated  Gas  and  Electric  Corporation)    $4,205,160.44 

Interest  on  open  accounts  ~.     178,727.16 


Total               „_  $4,383,887.60 

Less:  Income  received  from  underlying  companies  which  is  contra  to  interest  paid  by  Associated 

Gas  and  Electric  Company  thereto  „  ™  „  _   520,261.18 


Kemainder   ..  _    „..._   $3,863,626.42 

Provision  foe  Taxes      „        „„  „   32,112.83 


Balance  of  Income  Before  Interest  and  $2,321,054.63  Expenses  of  Plan  of  Rearrangement  of 
Debt  Capitalization     .    $3,831,513.59 

Interest  on  Fixed  Interest  Debentures  and  Sinking  Eund  Income  Debentures 
(less  $466,332.38  paid  to  underlying  companies  which  is  contra  to  the  extent  of  a 
like  amount  of  income  received  by  Associated  Gas  and  Electric  Company  from  the 
underlying  companies)    „  _      „.   $5,970,750.04 

Interest  on  Interest-Bearing  Scrip,  etc.     81,813.42  6,052,568.46 


Loss,  Exclusive  of  Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  ($2,321,054.63) 
and  Interest  on  Income  Debentures  ($5,285.00),  Which  Were  Charged  to  Surplus,  and  In- 
terest on  Obligations  Convertible  Into  Stock  at  Company's  Option  on  Which  no  Inter- 
est Was  Paid  During  the  Year     


Notation:  No  provision  has  been  made  in  the  above  statement  for  amortization  of  debt  discount  and  expense — all  such  discount  and 
expense  has  been  charged  to  capital  surplus.  The  funded  debt  of  the  company  is  subject  to  rearrangement  under 
exchange  offers  outstanding. 

EXHIBIT  E 
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Associated  Gas  and  Electric  Company 
STATEMENTS  OF  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1934 


Corporate 

Capital 

Surplus 

Surplus 

Hai.awm-j  TinmnY  1  (  "(pad 

$  7,863,588.90* 

$  9,660,995.21 

Additions  : 

Discount  on  acquisitions  of  company's  convertible  obligations 

5,730,608.27 

Discount  on  acquisitions  of  company's  debentures  (less  discount 

of  $9S  041.23  on 

debentures  issued)  .   

1,168,166.06 

Income  received  from  underlying  companies  paid  from  surplus  « 

hich  is  contra  to 

interest  paid  by  Associated  Gas  and  Electric  Company  to  the 

underlying  corn- 

panies  in  prior  years    

53,928.80 

Accumulated  corporate  deficit  of  Associated  Gas  and  Electric 

Company  to  De- 

cember  31,  1934,  charged  to  capital  surplus  ~  

12,435,028.56 

13,435,028.56 

$  4,625,568.46 

$  4,124,740.98 

Deductions  : 

Loss  for  the  year — Exhibit  E  

$  2,221,054.87 

Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  

2,321,054.63 

Interest  on  income  debentures     

5,285.00 

Adjustment  of  interest  applicable  to  prior  period...  

78,173.96 

Capital  stock  reacquired  aud/or  retired   

$  293,248.45 

MiappllnnpmiQ 

34,959.26 

Total   ,  „  _  

$  4,625,568.46 

$  328,207.71 

Balance,  December  31,  1934.._  „    

$  — 

*  3,796,533.27 

*  Deficit. 

Notations:    AH  debt  discount  and  expense  has  been  charged  to  capital  surplus. 

The  funded  debt  of  the  Company  is  subject  to  rearrangement  under  exchange  offers  outstanding. 

See  notation  to  balance  sheet  regarding  interest  and  dividends  in  arrears  for  which  no  provision  has  been  made  above. 


EXHIBIT  F 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

December  31,  1934 


Description 


^Cumulative  Preferred  Stock  (-without  par  value) : 
Original 


Dates  to  which 

cumulative  Number  of  shares 
dividends  outstanding 
have  been  paid  with  public 


share 


sury)- 


100  dividend  series  (less 

$5.50  dividend  series   

£6.00  dividend  series   (including  iiio  shares  to  be  issued, 

less  H)  shares  in  treasury)   _   

§6.50  dividend  series  (including  20  shares  to  be  issued)-.... 
$7.00  dividend  series   -  -  -  -     

"Cumulative  Preference  Stock  (without  par  value)  : 

$4.00  cumulative  preference  (less  10,203  shares  in  treasury) 

$5.00  cumulative  preference  _  ™   

$5.50  cumulative  preference   _  ™  _   

§6.00  cumulative  preference    (including   105   shares  to  be 

issued)    -  

$6.50  cumulative  preference  (including  11  shares  to  be  is- 
sued, less  1  share  in  treasury)  _      


Common  Stock — Par  value  SI. 00  a  share  (less  043,8! 
held  in  treasury)   „.       


Common  stock  purchase  rights   

Optional  stock  purchase  warrants  .. 


Warrants  on  Associated  Gas  aud  Electric  Corporation  8% 
bonds  due  1940,  for  purchase  of  76,077.2  shares  of  Asso- 
ciated Gas  and  Electric  Company  common  stock  _ 


Oct.  1,  1932 
June  15,  1932 
June  15,  1932 

June  1,  1932 
June  1,  1932 
Oct.     1,  1932 


May    1,  1932 

None  paid 
June  15,  1932 

Apr.    1,  1932 

Apr.    1,  1932 


Class  A  Stock — Par  value  $1.00  a  share  (preferred  as  to  assets 
— after  liquidation  of  preferred  and  preference  stocks — up 
to  $35.00  a  share,  plus  one-half  of  the  remaining  assets  after 
Class  B  and  common  stocks  have  received  in  the  aggregate 
an  amount  equal  to  $35.00  a  share  on  the  Class  A  stock), 
less  1,574,811  shares  in  treasury      

Class  B  Stock — PaT  value  $1.00  a  share  (preferred  as  to 
assets — after  liquidation  of  preferred  and  preference  stocks 
and  distribution  of  $35.00  a  share  to  holders  of  Class  A 
stock — to  $35.00  a  share,  but  not  to  exceed  in  the  aggregate 
an  amount  equal  to  $35.00  a  share  oa  the  outstanding 
Class  A  stock)    


i  shares 


39,355 
56,400 


44,348 

185 
13,636 

5,622 

7,257 


607,953 

1,106,776 
23,339  rts. 
6,077,634.5  wts. 


Stated 
capital 


$S4,63S, 636.76 


$31,08  S,G36. 76 


*  Includes  shares  represented  by  $8,55)0.547  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been  called  for  con- 
version into  c.uinuhilive  preferred,  and  preference  stocks,  us  follows:  cumulative  preferred,  f 5.00  dividend  series,  18,135  shares; 
$5.50  dividend  series,  92  shares;  SO. 00  dividend  series,  57,611.97  shares;  $6.50  dividend  series,  3,718  shares;  $7.00  dividend 
series,   3.6S8.5  shares;    and  2,660  shares  of  $6.00    cumulative  preference. 

t  Includes  12,323  shares  represented  by  transferable  subscription  receipts;  78,624  shares  represented  by  6%  convertible  deben- 
ture certificates  for  Class  A  stock;  and  774  shares  represented  by  Class  A  receipts  for  6%  convertible  debenture  certificates — 
Series  C. 

The  cumulative  preferred  stock  is  preferred  as  to  assets,  In  the  event  of  liquidation,  up  to  $100.00  a  share  plus  any  unpaid 
cumulative  dividends,  except  iu  the  case  of  the  original  series  preferred  stock  which  is  preferred  up  to  $50.00  a  share,  plus  any 
unpaid  cumulative  dividends. 

After  the  liquidation  of  the  preferred  stocks  the  cumulative  preference  stock  is  preferred  as  to  assets  up  to  $100.00  a  share  plus 
any  unpaid  cumulative  dividends,  except  in  the  case  of  the  $4.00  cumulative  preference  stock  which  is  preferred  up  to  $50.00  a 
share,  plus  any  unpaid  cumulative  dividends. 

Stocks  of  Associated  Gas  and  Electric  Company  held  by  companies  included  in  the  consolidation  and  which  eliminate  above  at 
liquidation  value  are  as  follows;  cumulative  preferred.  $5.00  dividend  series,  169,100  shares;  $4.00  cumulative  preference, 
850,270  shares;  $6.00  cumulative  preference,  367,799  shares;  $6.50  cumulative  preference,  7,130  shares;  due  bills  for  80,393 
shares,  $6.50  cumulative  preference;  Class  A,  359  shares;  and  10  shares  of  $6.00  cumulative  preferred  stock  represented  bv 
$1,000.00  convertible  obligations  called  for  conversion. 


SCHEDULE  I 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


*Cftpital  stock  of  Associated  Gas  and  Electric  Company 


Prefer  re 

Original  Seri 
$7.00  Series- 
$6.50  Series- 
$0.00  Series- 
$5.50  Series- 
$5.00  Series- 
Preference  : 
$6.50  Series- 
$6.00  Series- 
$5.50  Series 
$5.00  Series- 
$4.00  Series- 
Class  A  ......  

Class  B  _  

Common  

Optional  Stock 
Common  Stock 


es — Cumulative  ($3.50) 

■Cumulative    

Cumulative    ..... 

Cumulative    

Cumulative     

Cumulative   _.  _  


Cumulative 
■Cumulative 
■Cumulative 
■Cumulative 
■Cumulative 


Purchase  Warrants. 
Purchase  Bights  „  


100, 
68. 
158 


,103.5 

,588 

,245.97 


1,780 
3,421 
3,036 
185 
4,618 


87, 


,776 
S05.9t 
,188t 


87,523 
367,799 


850,270 
359 


ll,110.8t 


"  Includes  unsurrendered  certificates  entitled  Convertible  Debenture  Certificates,  etc.,  the  holders  of  which  W 
of  notice  of  conversion  thereof  into  stocks  at  the.  Company's  option  in  J932,  that  they  would  be  treated  , 
Obligations,  but  who  have  since  been  advised  of  the  closing  of  this  optional  offer,  and'  requested  to  surrei 
stocks  into  which  tliey  were  convertible. 

t  Shares  of  Class  A  Stock  issuable  upon  exorcise  of  warrants. 

t  Shares  of  Common  Stock  issuable  upon  exercise  of  warrants. 


e  advised,  at  the  time 
holders  of  Convertible 
er  their  certificates  for 


Eastern  Utilities  Investing  Corporation: 

Prior  Preferred — Cumulative  ($5.00)   

$7.00  Preferred— Cumulative  _  

$6.00  Preferred— Cumulative   

Participating  Preference  

Class  A — Common       

General  Gas  £  Electric  Corporation: 


C8 
17.-., 
910 


$8.00  Cumulative  Preferred 
$7.00  Cumulative  Preferred  . 
$6.00  Cumulative  Convertible 

Class  A — Common    

Class  Pi — Common    


Preferred,  Series  A  and  B... 


Preferred  lto«kl  of  subsidiary  companies 

American  Utilities  Company — Cumulative  

Broad  River  Power  Company — Cumulative   

Empire  Gas  and  Electric  Company — Series  A — Cumulative 
Empire  Gas  and  Electric  Company — Series  C — Cumulative 
Empire  Gas  and  Electric  Company    Series  T"t — Cumulative 

Florida  Public  Service  Company — Cumulative  

Metropolitan   Edison   Company —Cumulative  

Metropolitan   Ellison  Company— Cumulative   

Metropolitan   Edison   Company — Cumulative  

New  Jersey  Power  &  Eight  Company — Cumulative  

New  Jersey  Power  &  Light  Company — Cumulative  

New  York  Central  Electric  Corporation — Cumulative  

Ohio-Midland  Light  and  Power  Company — Cumulative  

Rochester  Central  Power  Corporation — Cumulative. 


Rochester  Gas  and  Electr 

Series  P.   

Series  C  _  .  

Series  I)  -   

Sunt  hern  Ice  Company,  In 

Cumulative  ~  

Participating  Comul&tiv 


—Cumulative 


619. 
4,911 
3,047 


000 
734 

,331 
,000 
,0(50 

343.85 
266.9 
,811.925 
,700 
,000 


12,y47 
38,105 

3,150 
13,816 

9,803 
21,652 
17,252 
187,688 

5,885 
33,060 

1,041 
46,681 

1,978.6 
180,000 

40,000 
27,000 
1.71,871 

30,000 
4.020 


74,916 
11,387 
68,259 
174,894 

863,214 

11,799.5 
15,076.5 
559,144 
2,677,433 
3,135,194 

Shares  elimi 


12,308 
36,128 

1,694 

6,645 

7,299 
20,875 
10,920 
81,627 

5,548 
21,670 

1,023 
34,203 

1,874.37 
174,118 

12,919 
12,572 
37,510 

29,611 
3,982 
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Associated  Gas  and  Elecfric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Common  and  participating  stocks  of  subsidiary  companies 


American  Utilities  Company    

The  Clarion  River  Power  Company — Participating  . 

*Cold  Spring  Light,  Heat  and  Power  Company  

Ohio-Midland  Light  and  Power  Company — Class  A.... 
Heading  Traction  Company  „  „  „  


Rochester  Central  Power  Corporation  _„ 
Southern  Ice  Company,  Inc. — Class  A... 
Southern  Ice  Company,  Inc. — Class  B... 


West  Virginia  Light,  Heat  and  Power  Company... 


87,141 
44,530 
152 
3,778.6 
30,000 
1,600,000 
32,680 
140,111 
5,000 


87,109 
39,708.3 
137 
3,596.27 
19,896 
1,595,547 
31,382 
135,834 
4,655 


4,821.7 
15 

182.33 

104 
4,453 
1,298 
4,277 

345 


*  The  property  of  this  company  has  been  sold  since  December  31,  1934. 


Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  B 

Total  _ 


6% 
6 

5% 


$  4,471,000 
1,212,500 
25,707,256 
593,378 
44,668,900 
1,614,100 


*  4,471,000 
1,212,500 
25,767,256 
593,378 
18,098,000 
1,614,100 

551,756,234 


Obligations  of  equivalent  rank  with  obligations  con- 
vertible into  stock  at  Company's  option  of 
Associated  Gas  and  Electric  Company 

Interest 

Amount 
outstanding 

Amount  eliminated, 
in  consolidation 

Amount  lield 
by  public 

Eastern"  Utilities  Investing  Corporation: 

Debentures,  due  1954    ~   

5 

*  7,500,000 

$  6,413,000 

$  1,087,000 

Debentures,  due  1983   — ™   

Convertible  Debentures,  due  1977  

Debenture  Bonds,  Consolidated  Ilefunding 

Series  due  1968    

Series  due  1958      -  

Convertible  Debentures,  due  1950  

Convertible  Debentures,  due  1049  .„  

Convertible  Debentures,  due  1948   -  

Convertible  Inveslment  Certificates  

Convertible  Debenture  Roods,  due  196; 
Debenture  Bonds,  due 
Sinking  Fund  Income  Debentures,  due  1983 

Series  A     

Series  B 

Series  C 

Series  D 


    5 


Income  Debentures,  due  1983  

Interest-Bearing  Scrip,  due  1937  and  193! 


Total  . 


5% 


5 

4% 
4% 
5% 
5 


5% 


516,458,190.00 
9,727,000.00 

85,831,850.00 
17,633,000.00 
50,133,000.00 
66,306,100.00 

3,936,990.00 
20,716,000.00 

7,531,870.00 
2,000.00 

312,560.00 
649.SSO.00 
16S.3  90.00 
14S.420.00 
105,700.00 
974.179.S0 


Amount 

eliminated  in 
consolidation 

«  3,411,410.00 
1,760,500.00 

56,600.00 
455,500.00 
27,000.00 
13,000.00 

5,819,500.00 
30,490.00 


3,280.00 
1,125.00 
3,000.00 


Amount 

held  by 
Escrow  Agents 

410,846,970.00 
4,051,000.00 

53,666,900.00 
10,295,600.00 
28,165,800.00 
44,318,800.00 
2,116,980.00 
9,244,000.00 
4,840,810.00 


Amount 

held 
by  public 

$  2,199,810.00 
3,915,500.00 

32,108,350.00 
6,881,900.00 
21,940,200.00 
21,974,300.00 
1,820,010.00 
5,652,500.00 
2,600,570.00 
2,000.00 

309,280.00 
648,755.00 
165,390.00 
148,420.00 
105,700.00 
973,088.92 

$101,505,773.92 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Funded  debt  of  Associated  Gas  and  Electric  Corporation 


Bonds,  due  1940  

Convertible  Debentures,  due  1973... 
Convertible  Debentures,  due  1973„ 
Convertible  Debentures,  due  1973... 
Convertible  Debentures,  due  1973... 

Income  Debentures,  due  1978  

Income  Debentures,  due  1978  

Income  Debentures,  due  1978-  

Income  Debentures,  due  1978  


Total 


«4 
4 

4% 

4 

3% 
3% 


Outstanding 

*  9,585,300.00 
3,702,550.00 
25,736,870.00 
18,806,730.00 
1,753,850.00 
5,578,220.00 
34,549,040.00 
18,507,350.00 
7,190,850.00 


t  1,987,080.00 
32,000.00 
1,534,000.00 
307,400.00 

62,800.00 
354,015.00 
5,301,020.00 
73,420.00 


Funded  debt  of  other  subsidiary  compauie 


Amount 
i  consolidation 


Associated  Electric  Company: 
Bonds,  due  1953..-    


Bonds,  due  1061... 


BlNGHAMTON  LIGHT,  HEAT  &  POWER  Co. : 

First  Refunding  Mortgage,  due  1946   _   

Bkoad  River  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1954... 
Canadea  Power  Corporation: 

First  Mortgage,  due  1958  — -  -  —  — 

Chasm  Power  Company: 

First  Mortgage,  due  serially  to  1948 —   

Columbia  Railway,  Gas  and  Electric  Company: 

First  Mortgage  Pinking  Fund,  due  1936    ..... 

Delaware  Gas  Light  Company: 

First  Mortgage,  due  1939    

Elmira  Water,  Light  and  Railroad  Company: 

First  Consolidated  Mortgage,  due  1956  

Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  195 
Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

Joint  First  and  Refunding  Mortgage,  due  1941  

Erie  Lighting  Company: 

First  Mortgage  Sinking  Fund,  due  1967..-  

Frankfort  Water  Company: 

First  Mortgage  Sinking  Fund,  due  1936  

General  Gas  &  Electric  Corporation: 

Serial  Notes,  due  1935  and  1936-  _ 

Notes,  due  1935  and  1936„ 


Interest-Bearing  Scrip,  due  1937  and  1938. — 
Genesee  Valley  Power  Company,  Inc.: 

First  Mortgage,  due  Serially  to  1953  

Indiana  Gas  Utilities  Company: 

First  Mortgage,  due  1946   „  

The  Lake  Shore  Gas  Company: 

First  Mortgage,  due  1950  

Lexinoton  Water  Power  Company: 

First  Mortgage,  due  196S...    _.. 

LOCKPORT  LlOHT,  HEAT  AND  POWER  COMPANY : 

First  Mortgage,  Series  A,  due  1954  — 

Long  Island  Water  Corporation: 

First  Mortgage,  due  1955   


5 

5% 


5% 
5% 


$  30,000,006.110 
35,000,000.00 

6,971,000.00 

8,000,700.00 

2,000,000.00 

8,000.00 

1,449,500.00 

143,000.00 

5,000,000.00 

1,S60,000.00 

2,669,000.00 

4,860,500.00 

89,000.00 

810,650.00 
1,187,350.00 
1,128,864.58 

80,500.00 

815,000.00 

604,000.00 

11,641,900.00 

1,218,000.00 

2,144,000.00 


$  2,546, S00. 00 
276,600.00 


422,000.00 
4,733,300.00 


19,500.00 
6,000.00 
75,000.00 
49,000.00 
48,000.00 
38,500.00 


439,500.00 
400,656.00 
167,557.35 


84,000.00 
81,000.00 
,228,300.00 
73,000.00 
70,000.00 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Amount 

Amount 

Funded  debt  of  other  subsidiary  companies 

Interest 

Amount 

eliminated 

held  _ 

—  —  —  ■  

rate  % 

by  public 

Manila  Electric  Company  : 

4        ^n  nnn  no 

4       po  nnn  no 

$        18  000  00 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

First  Lien  and  Collateral  Trust,  duo  1  9d3.....  .....  ..... 

2,467,000.00 

1,786,000.00 

681,000.00 

The  Manila  Suburban  Railways  Company: 

First  Mortgage,  due  1946  .,. 

TO  aaa  AA 

tq  AAA  nn 
00,11110. uu 

Metropolitan  Edison  Company: 

First  and  Relundiug  Movlg'aye,  Series  C,  due  1953  

6,332,600.00 

fi  ooo  caa  nn 

0,0O£,t)IJU.UU 

4% 

no  oon  nn 

tjijio.i  i  aa  nn 

First  Mo r]  ivn  lre    Series  E    due  1971 

4  684  000  00 

3  000  00 

4  681  000.00 

First  Morten  "e    Series  F    due  1962 

5^479^500.00 

6^00.00 

5,472,700.00 

The  Metropolitan  Edison  Corporation: 

Secured  Consolidated  Refunding,  due  1961  

±U,UUU,00U.U0 

A  A'XI  fiAA  OA 

y,4i  /jbuu.uu 

coo  ^aa  nn 

The  Mohawk  Valley  Company: 

Consolidated  Refunding,  due  1991  

6 

2,736,400.00 

2,165,900.00 

570,500.00 

Debentures,  due  2031  

240,100.00 

fin  fiOA  nn 

i  *7o  rrnn  nn 
j.  i  y,DUU.ou 

New  Jersey  Power  &  Light  Company: 

First  Mortgage,  duo  1900       

13,920,000.00 

63,400.00 

13,856,600.00 

Nbw  York  Central  Electbio  Corporation  : 

First  Mortgage,  due  1950   _  _.    

5% 

3,284,500.00 

167,500.00 

3,117,000.00 

First  Mortgage,  due  19;>2  „   ...       

0 

1,153,000.00 

A  07  AAA  OA 

70fi  nnn  aa 

Kkw  York  State  Electric  &■  Gas  Corporation-: 

First  Mortgage,  due  19G2  _    _    _  

5% 

3,445,000.00 

24,000.00 

3,421,000.00 

Pirst  Mortgage,  due  l!).)2....™_     

361,000.00 

QA  AAA  AA 

q  <?^>  Ann  aa 

iSijtj,UUU.UU 

First  Mortgage,  due  19S0...~      

i  t  r\ctA  Kr\n  no 
x/,uy4,auu.uu 

a  ono  q  n  n  no 
4,yuo,yuu.uu 

First  Mortgage    due  1900 

4% 

1   QAQ  -,C\(\  AA 

1  180  500  00 

North  krn-  Pi.x  n  syi.vania  l'ow  kk  Com p  an  y  : 

1  383  900  00 

40  000.00 

1  343  900.00 

First  and  Refunding  Mortgage  duo  1962 

2  089  600.00 

699  300.00 

1,390,300.00 

The  Parr  Shoals  Powee  Company: 

First  Mortgage  Sinking  Fund,  due  1952  

O 

2,037,000.00 

15,000.00 

O  AOO  AAA  AA 

a,0iiiJ,UU0.UU 

Penn  Public  Service  Corporation: 

First  and  Refunding  Mortgage,  Series  C,  due  1947  

0 

4,549,000.00 

287,000.00 

4,262,000.00 

First  and  Refunding  Mortgage,  Series  D,  due  1954 

2  435  000  00 

136  000  00 

2  299  000.00 

Pennsylvania  Electric  Company: 

- 

17  313  500.00 

6  134  900.00 

11 178  600.00 

First  and  Refunding  Mortgage   Series  F   due  1971 

4 

6  000  000.00 

293  200.00 

5J06isOO.0O 

Richmond  Light  Sc  R  a*  1  ro \ d  Com ihn-y  * 

First  and  Collateral  Trust,  due  1952     

4 

1,000,000.00 

91,000.00 

909,000.00 

General  Mortgage,  Series  C,  due  J 948..—.—   

5% 

3,952,000.00 

3,952,000.00 

General  Mortgage,  Series  D,  due  1977   

4% 

6,000,009.00 



6,000,000.00 

General  Mortgage,  Series  K,  due  1962  — 

5 

8,323,000.00 



8,323,000.00 

Rochester  Railway  and  Light  Company: 

Consolidated  Mortgage,  due  1954  

5 

10,803,000.00 

100.00 

10,802,900.00 

Roosevelt  Water,  Power  and  Light  Company: 

6 

12,000.00 

— 

12,000.00 

The  Scioto  Valley  Railway  and  Power  Company: 

First  Mortgage,  due  1943  _  ..  .  

6 

1,076,000.00 

2,500.00 

1,073,500.00 

Seneca  Power  Corporation: 

6 

399,000.00 

12,500.00 

386,500.00 

Tracy  Development  Company: 

First  Mortgage,  due  1944  _  ..  .  

6 

230,000.00 

6,000.00 

224,000.00 

Union  Gas  &  Electric  Company: 

First  Mortgage,  due  1935  „  

5 

478,000.00 

29,000.00 

449,000.00 

York  Haven  Water  and  Power  Company: 

Bonds,  due  1951....    „ 

5 

1,247,500.00 

2,000.00 

1,245,500.00 

Miscellaneous  „.„  ..    „   „ 

5,642,965.49 

Total   

$247,648,722.72 
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Associated  Gas  and  Electric  Company 

TRUSTEES,  PAYING  AGENTS,  REGISTRARS  AND  TRANSFER  AGENTS 


Capital  Stock 

Transfer  Agents       |  Registrars 

(see  reference  below) 

Prflf ,  rrerl — nil  spripu                                                                „,  , 

1 
1 

1-4-11-12-15 

i 

1-4-15 
1 
1 

3 
3 

6-10-13-14-16 

3-14-16 
3 
3 

Preference — nil  script 

Hlnsn  A   

runs*  p. 

Common       

Opt.innnl  Stock  Pnw»lm«A  Wnrrnnti 

Common  Stock  Purchase  Pightq 

Obligations  convertible  into  itock  at  Company's  optic 


Convertible  Obligations,  Series  A   

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A  

Convertible  Obligations,  Series  A 

Convertible  Obligations,  Series  A   

Convertible  Obligations,  Series  B  _ 


6# 


5% 

5 


FMAN-15 

FMAN-15 

MJSD-1 

FMAN-15 

FMAN-15 

MJSD  1 


Funded  Debt 


(see  reference  below) 


Debentures,  due  1983     ,   

Convertible  Debentures,  due  1977    

Debenture  Bonds,  Consolidated  Refunding: 

Series  due  1968    _„ 

Series  due  1958  .  

Convertible  Debentures,  due  1950   

Convertible  Debentures,  due  1949  ,  ,  

Convertible  Debentures,  due  1948   

Convertible  Investment  Certificates  

Convertible  Debenture  Bonds,  due  19G5   

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A     

Series  B  

Series  D  

Income  Debentures,  due  1983   

Interest-Bearing  Si'rip,  due  1937  and  1938   

*  Registered  FMAN-15. 

t  Transfer  agent. 

t  Interest  payable  at  maturity. 


5% 


iy. 

5 

4% 
4% 
5% 
5 


4% 


MSsS-15 
F&A-l 

A&O-l 

M&N-l 

F&A-l 

J&J-lo 

M&S-l 

M&N-15' 

M&N-15 

F&A-l 
MfiS-1 
M&N-l 
MSsS-15 
A&0-1 
t 


1-2 
1 

1-2 
1-2 
1-2 
1-2 
1-2 
1-2 
1-2 

1-2 
1-2 
1-2 
1-2 
2 


1*  Transfer  and  Coupon  Paying  Agency,  61  Broadway, 
New  York 

2*  Transfer  and  Coupon  Paying  Agency,  Ithaca,  N.  T. 

3  W.  A.  Davies,  H.  B.  Brown  and  J.  J.  McCarthy, 

150  Broadway,  New  York 

4  The  Company,  Ithaca,  N.  Y. 

5  The  Chase  National  Bank  of  the  City  of  New  York 

6  Guaranty  Trust  Company  of  New  York 

7  Irving  Trust  Company,  New  York 

8  The  New  York  Trust  Company,  New  York 


9    The  Public  National  Bank  and  Trust  Company  of 
New  York 

10  Continental  Illinois  National  Bank  and  Trust  Com- 

pany of  Chicago  (111.) 

11  Harris  Trust  and  Savings  Bank,  Chicago,  111. 

12  Bank  of  America-National  Trust  and  Savings  Asso- 

ciation, Los  Angeles,  Cal. 

13  Security  First  National  Bank  of  Los  Angeles  (Cal.) 

14  The  First  National  Bank  of  Boston  (Mass.) 

15  The  Union  Trust  Company  of  Boston  (Mass.) 

16  First  National  Bank  of  Ithaca  (N.  Y.) 


"  Interest  payments — coupons  ut  1  anil  registered  at  2. 
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Managebs — Operating  Properties 
(Under  the  supervision  and  direction  of  the  Boards  of  Directors  of  the 
respective  operating  companies) 

The  Utility  Management  Corporation 


Neither  this  report,  nor  any  statement  contained  herein,  is  furnished  in  connection 
with  any  offering  of  securities  or  for  the  purpose  of  promoting,  influencing,  or  effect- 
ing the  sale  or  purchase  of  securities. 


Associated  Gas  and  Electric  Company 


TWENTY-SIXTH  ANNUAL  REPORT 

For  the  Year  Ended  December  3],  7935 

DESPITE  the  political  harassments  and  legal  difficulties  which  the  Associated 
Gras  and  Electric  Company  experienced  during  the  past  year,  considerable 
progress  was  made,  both  from  the  operating  and  financial  points  of  view. 

Conspicuous  in  this  progress  was  the  purchase  by  subsidiaries  of  controlling 
interests  in  additional  properties  in  Pennsylvania,  Maryland,  Delaware,  Virginia, 
West  Virginia,  North  Carolina,  Georgia,  and  Florida.  These  new  companies  add 
about  $19,000,000  annually  to  the  consolidated  gross  operating  revenues  and  more 
than  700,000,000  units  (kwh)  to  the  electric  output.  They  increase  by  20%  the 
number  of  customers  served.  Many  of  these  companies  are  in  close  proximity  to 
or  actually  interconnected  with  companies  previously  owned. 

Last  year,  also,  output  of  electricity  and  gas  overcame  any  remaining  effects 
of  depression  and  established  new  high  records.  Earnings  did  not  respond  cor- 
respondingly, however,  because  of  the  effects  of  rate  reductions,  increased  costs 
of  materials  and  supplies,  and  the  expense  of  developing  new  business,  which  has 
been  incurred  to  overcome  the  effect  of  rate  reductions  as  far  as  possible.  Eor 
the  twelve  months  ended  January  31,  1936,  the  declining  trend  in  income,  which 
had  lasted  practically  throughout  the  depression,  was  completely  arrested.  Subse- 
quent earnings  have  shown  steady  improvement. 

Comparison  of  Operating  Results  of  Company  and  Subsidiaries 


(Including  acquired  properties  only  since  dates  of  acquisition) 


Years  ended  December  SI 

Increase 

1935 

1934t 

Amount 

% 

Qross  Operating  Revenues  ~    -   

S93,215,717.33 
48,319,901. 56 

$83,973,088.56 
42.901,872.69 

$9,242,628.77 
5,418,028.87 

11.0 
12.6 

9.3 
14.0 

8.0 
10,2 

7.4 

Operating  Expenses  and  Maintenance  — 

Balance  Refore  Taxes  and  Provision  for  Retirements  

$44,895,815.77 
9,799,411.27 

$35,096,404.50 
8,081,815.82 

$41,071,215.87 
8,589,951.92 

$32,481,263.95 
7,329,680.04 

$3,824,599.90 
1,209,459.35 

$2,615,140.55 
752,135.78 

Balance  Before  Provision  for  Retirements    

Provision  for  Retirements  — 

Operating  Income  —   ~»  

$27,014,588.68 
1.690,741.98 

$25,151,583.91 
1,140,840.26 

$1,863,004.77 
549,901.72 

Gross  Income       

48.2 
9.1 

14.4 
27.7 
27.0* 

$28,705,330.66 

$26,292,424,17 

$2,412,906.49 

Fixed  Deductions  from  Income: 
Subsidiary  Companies : 

Operating  Utility  and  Group  Companies  

Associated  Gas  and  Electric  Corporation  

Associated  Gas  and  Electric  Company  

Total  Fixed  Deductions  from  Income  ~  

$18,104,520.63( 
5,833,956.61 
4,398,040.41 

$15,878,086,441 
4,565,239.93 
6,029,000.62 

$2,286,434.19 
1,268,716.68 
1,630,960.21* 

$28,396,517.65 

$26,472,326.99 

$1,924,190.66 

7.2 

Balance  -   

$  308,813.01 

$  179,302.81 

$  488,715.83 

*  Decrease. 

f  Tear  ended  December  31,  1934  revised  for  comparative  purposes. 

X  Exclusive  of  that  portion  of  such  charges  ranking  after  fixed  interest  of  Associali"!  Gas  and  Electric  Company. 

The  above  statement  excludes  in  both  years  non-recurring  expenses  in  connection  with  the  Plan  of  Rearrangement  of  Debt  Capi- 
talisation, invest  i;*i'ti  ions.   Whceicr-Eaylmrii  Bill,  li;r;a]  casus,  etc. 

Fixed  deductions  from  income  of  subsidiary  companies  above  include  amortization  of  debt  discount  and  expense,  which  does  not 
involve  a  current  cash  disbursement. 
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SOURCES  OF  OPERATING  REVENUES 

Electricity: 
Residential 

30.9% 

1 

Lommercial 

15.9 

Power 

22.1 

Other 

11.0 

HI* 

Total  Electricity 

79.9 

Gas 

11.9 

■  .  * 

Total  Elec.  and  Gas 

91.8 

**> 

Other 

8.2 

Total 

100.0% 

RESULTS  OF  OPERATIONS 

There  was  a  balance  of  $308,813.01  for  the  year 
1935  after  fixed  interest  of  Associated  Gas  and 
Electric  Company,  as  compared  with  a  loss  of 
$179,902.82  for  the  year  1934  (not  including  in 
either  1935  or  1934  extraordinary  non-recurring 
expenses  properly  excluded  from  operating  and 
non-operating  expenses  in  the  statement  of  con- 
solidated income).  The  comparison  of  the  opera- 
tions for  1935  with  1934  is  somewhat  distorted  by 
reason  of  the  acquisition  by  subsidiaries  of  the 
new  properties,  whose  operations  are  included  in 
the  consolidated  earnings  only  from  approximate 
dates  of  acquisition  in  the  latter  part  of  1935. 

The  "earning  power"  statement  below  includes 
for  the  full  periods,  the  operations  o'f  the  proper- 
ties acquired  during  1935  by  subsidiaries  of  Asso- 
ciated Gas  and  Electric  Company.  Comparison  is 
made  of  the  years  ended  December  31,  1935  and 
1934,  as  well  as  the  latest  period  available  (the 
twelve  months  ended  June  30,  1936  and  1935). 
Extraordinary  non-recurring  expenses  are  also  ex- 
cluded from  this  "earning  power"  statement. 

Operating  revenues  show  an  encouraging  in- 
crease, having  risen  from  $103,350,105  for  the 
year  1934  to  $110,109,828  for  the  twelve  months 
ended  June  30,  1936.  This  gain  was  due  in  part 
to  improved  business  conditions  and  in  part  to  the 
vigorous  efforts  which  were  made  to  promote  the 
use  of  electricity  and  gas. 

Operating  expenses  and  maintenance  have  in- 


creased because  of  higher  costs  of  materials  and 
supplies,  which  are  partly  due  to  the  greater  out- 
put, and  because  of  greater  outlays  for  new  busi- 
ness expense.  Taxes  have  also  continued  to  burden 
the  earnings  severely.  The  gain  in  operating 
revenues  in  recent  months  has  been  sufficient  to 
offset  the  higher  expenses  and  taxes,  however, 
and  there  has  been  consistent  improvement  in 
operating  income. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 

(Including  acquired  properties  for  entire  period  —  irrespective  of  dates  of  acquisition) 


Twelve  months  ended  June  30 

Twelve  months  ended  Dec.  31 

1936 

1935 

1935 

1931 

Operating  Revenues: 
Electric    — — 

$  87,860,031 
13,308,217 
5,097,310 
1,439,464 
1,240,700 
1,164,106 

$  83,579,816 
12,460,568 
4,801,595 
1,348,668 
1,224,376 
1,262,563 

$  85,491,453 
12,694,528 
4,903,060 
1,382,362 
1,234,932 
1,198,607 

$  82,345,859 
12,225,263 
4,871,138 
1,355,351 
1,248,525 
1,303,969 

Gas  .  

Transportation   _   —————— ——^—-. 

Heating    ———————————— _—^_— 

Water  — -  

Ice  — ~  ——————— 

Total  Gross  Operating  Revenues —     

Operating  Expenses  and  Maintenance   - 

$110,109,828 
56,702,247 

$104,677,586 
52,345,183 

$106,904,942 
54,136,976 

$103,350,105 
51,386,888 

Balance  Before  Taxes  and  Provision  for  Retirements  

Taxes    

$  53,407,581 
11,062,885 

$  52,332,403 
10,412,679 

$  52,767,966 
11,142,207 

$  51,963,217 
10,396,642 

Balance  Before  Provision  for  Retirements  

Provision  for  Retirements,  Renewals  and  Replacements  ol 
Fixed  Capital   

$  42,344,696 
8,464,946 

$  41,919,724 
9,142,226 

$  41,625,759 
9,202,052 

$  41,566,575 
8,808,817 

Operating  Income  —  -  -   .   

$  33,879,750 

$  32,777,498 

»  32,423,707 

$  32,757,758 
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Summary  of  Operations 


1935  1934  %  Increase 

Number  of  electric  customers     1,122,602  1,094,502  2.6 

Number  of  customers  using  gas,  water  or  steam  service   351,656  343,444  2.4 

Gross  operating  revenues       $106,904,942  $103,350,105  3.4 

Operating  income  before  provision  for  retirements  —  $41,625,759  $41,566,575  .1 

Total  electric  output  in  units  (kwh.)  net  -      3,693,821,776  3,426,368,163  7.8 

Total  gas  sendout  in  units  (m.cf.)™     15,681,828  14,775,640  6.1 

Units  of  electricity  (kwh.)  sold  per  residential  customer   589  546  7.9 

Units  of  gas  (m.cf.)  sold  per  residential  customer     31.7  31.5  .6 

Estimated  annual  revenue  resulting  from  New  Business  activities  $7,536,027  $5,333,871  41.3 


POLITICAL  HARASSMENTS 

During  the  year,  Congress  passed  the  Public 
Utility  Act  of  1935  (the  Wheeler-Rayburn  Bill), 
which  proposes  ultimately  to  eliminate  utility 
holding  companies  (with  limited  exceptions  and 
under  conditions  with  which  it  is  practically  im- 
possible to  comply),  and  in  the  meantime  places 
under  Federal  control  such  holding  companies  and 
many  of  the  activities  of  their  subsidiary  local 
electric  companies. 

The  provisions  of  this  bill  seemed  to  the  man- 
agement of  the  Associated  Gas  and  Electric  Com- 
pany to"  be  so  unnecessarily  drastic  that  the  Com- 
pany did  not  hesitate  to  throw  its  full  forces  into 
the  effort  to  secure  substantial  modification  of  the 
original  draft  of  the  bill.  The  Company  stood  in 
the  forefront  of  this  fight.  It  was  the  first,  there- 
fore, to  be  singled  out  for  reprisal.  The  manage- 
ment is  proud  of  the  part  it  took  in  this  effort, 
however.  Far  more  than  the  question  of  elimi- 
nating holding  companies  was  involved ;  the  prop- 
erty rights  of  American  citizens  and  the  rights  of 
free  speech  and  free  petition  were  also  fundamen- 
tal issues.    These  rights  are  still  in  danger. 

Although  the  original  draft  was  modified  some- 
what before  enactment,  the  Act  still  contains  a 
"death  sentence"  for  holding  companies  which  be- 
comes effective  by  1938.  The  provisions  of  the 
Act  vest  such  a  broad  discretion  in  the  Commis- 
sion charged  with  its  administration,  that  it  is 
impossible  to  foresee  the  consequences  of  its  en- 
forcement. Toward  the  end  of  the  year,  most  of 
the  important  utility  holding  companies  of  the 
country  brought  suits  attacking  the  constitution- 
ality of  the  Act  and  seeking  relief  against  its  en- 
forcement. 

After  careful  consideration  and  upon  the  ad- 
vice of  counsel,  the  Board  of  Directors  decided 
that  the  Company  should  not  register  under  the 
Public  Utility  Holding  Company  Act  of  1935,  and 
that  the  Company  should  join  with  several  of  its 
subsidiaries  as  plaintiffs  in  a  suit  in  equity  sub- 
sequently instituted  in  the  District  Court  of  the 
United  States  for  the  District  of  Delaware,  asking 


for  a  determination  that  the  Act  is  unconstitu- 
tional as  applied  to  this  Company  and  its  co- 
plaintiffs,  and  asking  for  an  injunction  against 
its  enforcement.  The  Board  of  Directors  also  di- 
rected the  President  of  the  Company  to  notify  the 
security  holders  of  the  Company  by  letter  of  the 
decision  not  to  register  under  the  Act. 

JEOPARDY  TAX  ASSESSMENTS 

Assessments  were  made  by  the  Federal  Govern- 
ment, in  December,  for  $50,962,163,  which  it  al- 
leged was  due  for  income  and  excess  profits  taxes, 
including  claimed  interest  and  penalties,  for  the 
years  1927  to  1933.  The  assessments  against 
the  Company  and  subsidiaries  are  based  upon  the 
absurd  assumption  by  the  Government  of  a  taxa- 
ble net  income  during  the  period  1929-33  of  nearly 
$300,000,000.  For  example,  the  assessment  for 
1929,  exclusive  of  interest  and  penalties,  is 
$13,918,6S7.  To  have  produced  a  tax  in  this 
amount  the  taxable  income  for  1929  should  have 
been  more  than  $126,500,000.  Actually,  the  total 
consolidated  gross  operating  revenues  of  the  Com- 
pany and  all  its  subsidiaries  amounted  to  only 
$68,903,254.  It  is  apparent  that  any  assessment 
based  on  a  taxable  income  of  approximately  twice 
the  total  gross  operating  revenues  is  wholly  fan- 
tastic. No  one  in  the  Government  service  who 
really  understands  the  facts,  seriously  contends 
that  any  such  amount  of  tax  is  due. 

The  Government  has  since  filed  a  suit  against 
the  Company,  asking  that  its  claim  for  taxes  be 
declared  valid  and  adjudged  to"  be  a  prior  lien 
against  all  the  assets  of  the  Company,  and  for  the 
enforcement  of  such  lien.  It  was  also  asked  that  a 
receiver  be  appointed,  and  that  the  Company  be 
enjoined  from  disbursing  its  funds.  The  Com- 
pany is  defending  this  suit,  and  has  filed  appeals 
to  the  Board  of  Tax  Appeals  from  these  unjust 
assessments. 

A  new  Federal  tax  law  was  enacted  in  1936, 
which  may  have  a  marked  effect  on  capital  stock 
and  income  taxes,  although  at  this  time  it  is  not 
possible  to  indicate  with  any  degree  of  accuracy 
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the  amount  of  the  1936  taxes,  due  to  the  fact  that 
the  Internal  Revenue  Bureau  has  not  issued  the 
regulations.  The  most  radical  feature  of  the  new 
law  is  the  proposed  taxation  of  the  undistributed 
corporate  income  of  the  individual  companies, 
on  a  graduated  basis,  with  certain  credits  for 
normal  taxes  and  dividends  paid. 

LITIGATION 

A  considerable  portion  of  the  time  of  the  major 
executives  of  the  Company  is  being  taken  from 
their  regular  work  by  the  serious  attention  they 
must  pay  to  the  petition  for  reorganization  under 
Section  77-B  of  the  National  Bankruptcy  Act, 
which  was  filed  against  the  Company  on  June  8, 
1934.  Both  this  original  petition  and  an  amended 
petition  alleged  that  interest  payments  made  by 
the  Company  during  the  preceding  four  months 
on  outstanding  debentures,  as  and  when  due,  con- 
stituted preferences  to  creditors  and  were  acts  of 
bankruptcy.  It  is  interesting  to  note,  however, 
that  these  petitioners,  themselves,  had  accepted 
and  have  continued  to  accept  these  interest  pay- 
ments. The  amended  petition  alleged  that  the  ex- 
change of  debentures  of  the  Associated  Gas  and 
Electric  Corporation  for  fixed  interest  debentures 
of  the  Company  in  accordance  with  the  Plan  of 
Rearrangement  of  Debt  Capitalization  also  con- 
stituted acts  of  bankruptcy.  The  petitioning  cred- 
itors have  made  no  serious  effort  to  stop  the  func- 
tioning of  the  Plan,  however. 

Since  its  incorporation  in  1906,  the  Associated 
Gas  and  Electric  Company  has  never  defaulted  on 
any  obligation  when  due,  either  before  or  after 
the  filing  of  these  petitions.  The  Company  has 
continued  to  pay  its  debenture  interest  in  full. 
Moreover,  the  exchange  of  securities  under  the 
Plan  of  Rearrangement  of  Debt  Capitalization  has 


taken  place  almost  daily  since  the  amended  peti- 
tion was  filed.  The  petitioning  creditors  claim 
they  are  trying  to  protect  the  interests  of  security- 
holders, but  75,000  security  holders  have  gone 
ahead  and  protected  themselves  by  exchanging 
under  the  Plan.  It  is  contended  by  the  Company 
that  these  two  sorts  of  practices  do  not  constitute 
acts  of  bankruptcy,  either  before  or  subsequent 
to  the  filing  of  the  petitions. 

Although  the  petition  for  reorganization,  it  is 
believed,  will  ultimately  be  shown  to  be  without 
any  merit  whatsoever,  it  has  nevertheless  been 
necessary  to  incur  considerable  expense  to  oppose 
it  in  the  Courts. 

FINANCING 

The  subsidiary  financing  necessary  during  the 
year  was  completed  successfully.  More  important, 
however,  was  the  continued  success  of  the  Plan  of 
Rearrangement  of  Debt  Capitalization.  More 
than  $199,000,000,  or  75%,  of  the  Company's  de- 
bentures have  now  been  exchanged  by  holders  for 
new  debentures  issued  under  the  terms  of  the 
Plan,  which  was  inaugurated  in  May,  1933.  This 
leaves  less  than  $66,000,000  principal  amount  of 
debentures  in  the  hands  of  the  public  and  not 
exchanged.  Option  Two,  later  called  Option  A, 
of  the  Plan,  under  which  Company  debentures 
were  exchanged  for  income  debentures  of  Asso- 
ciated Gas  and  Electric  Corporation,  expired 
April  7,  1936. 

The  reduction  in  the  annual  interest  charges  on 
the  debentures  exchanged  amounts  to  more  than 
$3,000,000.  Up  to  the  present,  the  Company  has 
had  little  cash  benefit  from  this  saving  because  of 
the  expenses  involved  in  carrying  out  the  Plan. 
However,  now  that  the  great  majority  of  fixed  in- 
terest debentures  have  been  exchanged  under  the 
Plan,  these  expenses  will  be  substantially  less,  and 
the  Company  will  benefit  in  a  material  way  from 
the  savings  effected  in  fixed  interest  charges. 

The  most  important  subsidiary  financing  dur- 
ing the  year  was  the  sale  of  $11,710,900  of  Metro- 
politan Edison  Company  first  mortgage  4%  bonds, 
due  1965,  for  the  purpose  of  retiring  other  issues 
paying  5%  interest.  Rochester  Gas  and  Electric 
Corporation  also  sold  $4,152,000  principal  amount 
of  ¥fc  mortgage  bonds,  due  1960.  The  proceeds 
were  used  to  retire  5*4%  bonds  and  to  provide 
for  rural  line  extensions. 

All  maturities  to  date  have  been  taken  care  of. 
As  of  August  1,  1936,  maturities  of  funded  debt 
for  1936  amounted  to  $306,625,  while  the  1937 
maturities  as  of  the  same  date  were  $1,566,332. 
In  view  of  its  success  in  meeting  far  larger 
maturities  in  the  past,  the  management  anticipates 
no  difficulty  in  meeting  these  maturities  or  in 
meeting  bank  loans  of  subsidiary  companies. 
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Only  two  subsidiary  companies  were  in  arrears 
of  interest  at  December  31,  1935.  American  Utili- 
ties Company,  a  small  subsidiary  sub-holding  com- 
pany which  was  undergoing  reorganization  under 
Section  77-B  of  the  National  Bankruptcy  Act, 
had  $300,000  principal  amount  of  publicly  held 
bonds  at  December  31,  1935.  The  remaining 
$6,713,500  principal  amount  of  the  bonds  of 
American  Utilities  Company  was  owned  by  sub- 
sidiaries of  Associated  Gas  and  Electric  Com- 
pany. The  necessity  for  reorganization  of  Ameri- 
can Utilities  Company  dates  back  to  the  period 
prior  to  acquisition  by  the  Associated  Gas  and 
Electric  System  in  the  fall  of  1929.  By  purchases 
and  exchanges  of  securities  in  the  hands  of  the 
public,  and  finally  the  plan  of  reorganization, 
which  was  recently  confirmed  by  the  Court,  the 
long  needed  reorganization  has  been  finally  ac- 
complished. 

Eastern  Utilities  Investing  Corporation,  a  sub- 
sidiary investing  company,  also  had  interest  ar- 
rears on  $933,000  principal  amount  of  publicly 
held  bonds  at  December  31,  1935.  In  order  to 
simplify  the  relationship  existing  between  Asso- 
ciated Gas  and  Electric  Company  and  Eastern 
Utilities  Investing  Corporation,  which  owns  se- 
curities of  Associated  Gas  and  Electric  Company, 
there  was  authorized  an  exchange  of  holdings  of 
each  of  the  companies  in  securities  of  the  other, 
resulting  in  the  extinguishment  of  $7,658,100 
principal  amount  of  Convertible  Obligations,  Se- 
ries A  and  preferred  and  preference  stocks  with 
liquidation  value  of  $13,045,000  of  Associated  Gas 
and  Electric  Company.  Additional  holdings  of 
each  company  in  securities  of  the  other  were  de- 
posited in  escrow,  pending  completion  of  an  ex- 
change of  such  holdings.  A  donation  was  also 
made  to  Eastern  Utilities  Investing  Corporation 
of  a  substantial  amount  of  stock  of  that  company, 
formerly  held  by  a  wholly  owned  subsidiary  of 
Associated  Gas  and  Electric  Company. 

INVESTMENTS  WRITTEN  DOWN 

In  view  of  the  uncertainties  affecting  price  lev- 
els and  the  value  of  investments,  Associated  Gas 
and  Electric  Company  transferred  a  total  of 
$130,000,000  from  capital  surplus  to  reserve  for 
contingencies  in  1931  and  1932.  Prior  to  1935, 
the  reserve  had  been  used  to  the  extent  of 
$42,000,000  to  write  down  investments  in  subsid- 
iaries, and  during  1935  there  was  authorized  a 
further  write-down  of  $10,300,000  by  a  charge  to 
the  reserve  for  contingencies.  During  1935,  the 
officers  of  the  Company  were  also  authorized  to 
transfer  $28,000,000  from  the  reserve  for  contin- 
gencies to  capital  surplus.  The  balance  of 
$49,700,000  in  the  reserve  for  contingencies  at 
December  31,  1935  has  been  applied  in  consolida- 
tion against  investments  in  subsidiaries. 


The  Southern  Ice  Company  situation  is  not  in- 
cluded in  the  accompanying  statements  of  con- 
solidated income  and  surplus  for  the  year  ended 
December  31,  1935  or  the  consolidated  balance 
sheet  as  of  December  31,  1935,  inasmuch  as  the 
investment  therein  was  written  down  in  1935  to 
a  nominal  amount. 

Consolidated  capital  stocks  of  Associated  Gas 
and  Electric  Company  increased  $17,910,142  dur- 
ing 1935,  principally  as  the  result  of  the  retire- 
ment of  preferred  and  preference  stocks  formerly 
owned  by  a  subsidiary  company,  with  liquidation 
value  of  $18,242,100,  which,  on  a  consolidated 
basis,  resulted  in  an  adjustment  of  capital  stocks 
and  capital  surplus. 

The  accumulated  corporate  deficit  of  Associated 
Gas  and  Electric  Company  to  December  31,  1934 
was  applied  against  capital  surplus,  as  explained 
in  the  annual  report  to  stockholders  for  the  year 
1934.  The  corporate  deficit  of  Associated  Gas  and 
Electric  Company  for  the  year  1935  was  also 
charged  to  capital  surplus,  approval  for  which 
had  been  given  by  the  stockholders  at  a  meeting 
held  August  22,  1935. 

1,474,258  CUSTOMERS  SERVED 

Customers  served  by  operating  subsidiary  com- 
panies totalled  1,474,258  at  December  31,  1935, 
of  which  1,122,602  were  electric  customers,  and 
351,656  gas,  water,  and  steam  customers.  This 
was  a  gain  of  36,312  customers  of  all  classes  dur- 
ing the  year,  and  includes  during  both  years  cus- 
tomers of  new  properties  acquired  in  1935.  These 
new  companies  increased  by  about  240,000  the 
number  of  customers  served. 

337  COMPANIES  ELIMINATED 

There  have  been  337  companies,  including  mu- 
nicipal and  other  unincorporated  plants  of  the 
Associated  System,  which  have  been  merged,  dis- 
solved, rendered  inactive,  or  otherwise  disposed  of 
from  1922  to  August,  1936 : 


1922 

  2 

1927   

 34 

1932 

— _  27 

1923 

1928   

.._  19 

1933 

 27 

1924 

  18 

1929   

  43 

1934 

 15 

1925 

  17 

1930   

 19 

1935 

 44 

1926 

 33 

1931  __ 

_  22 

1936 

  16 

As  a  matter  of  policy,  the  Associated  System 
has  eliminated  unnecessary  companies  as  rapidly 
as  possible.  A  considerable  number  remain  which 
could  be  eliminated  now  if  necessary  permission 
could  be  obtained  from  State  commissions.  This 
policy  of  simplification  of  corporate  structure 
will  be  continued  as  fast  as  laws,  financial  and 
operating  conditions  permit. 
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170,848  SECURITY  HOLDERS 

Security  holders  of  Associated  Gas  and  Elec- 
tric Company  numbered  170,848  in  July,  1936. 
They  are  found  in  every  State  of  the  United 
States  and  in  41  other  countries  and  their  depen- 
dencies. Among  the  States,  New  York  leads  with 
58,317  security  holders,  followed  by  Pennsyl- 
vania, 34,844;  Massachusetts,  9,937.    States  west 


of  the  Mississippi  have  16,574  holders.  There 
are  10,136  security  holders  in  Holland,  more  than 
in  any  other  country  overseas. 

Among  these  investors  are  institutions,  includ- 
ing banks  and  trust  companies,  investment  funds, 
schools  and  colleges,  fraternal  and  benevolent 
organizations,  and  insurance  companies.  The 
great  bulk  of  the  owners  are  clerks,  laborers, 
salesmen,  teachers,  professional  people,  and  other 
average  Americans. 

Of  the  holders  of  all  stocks  of  Associated  Gas 
and  Electric  Company,  92%  own  100  shares  or 
less,  indicating  wide  distribution  among  small 
investors.  The  chart  showing  distribution  of 
shares  is  based  upon  holdings  of  Class  A,  Common, 
Preferred,  and  Preference  Stocks. 

This  evidence  of  wide  distribution  among  small 
holders  is  also  seen  in  the  distribution  in  principal 
amount  of  debentures  and  convertible  obligations. 
This  distribution  is  as  follows : 


Amount  of 
Bolding 

$100  or  less.... 


$101  to  $500   -  

$501  to  $1,000   

$1,001  to  $5,000  

$5,001  to  $10,000  

$10,001  to  $20,000  

$20,001  or  more  


%  of  Amount 

Cumula- 

Outstanding 

tive  % 

.9 
6.1 

.9 
7.0 

13.8 

20.8 

35.7 

56.5 

12.7 

69.2 

8.2 

77.4 

22.6 

loo.o 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
170,848  REGISTERED  AND  COUPON  SECURITY  HOLDERS 
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AVERAGE  MONTHLY  REVENUE 
AND  CHARGES  PER  CUSTOMER 

Operating  Expenses 
and  Maintenance 

$2.81 

Taxes 

.59 

Provision  for  Retirements 

.47 

Interest  ond  Underlying 
Amortization  ond 

Preferred  Dividends 
Total  Charges 
Deficit 

Total  Revenue 

1.89 
$576 
.06... 

$5.70 

NEW  CONSTRUCTION 

Necessary  extensions  and  improvements  cost 
subsidiaries  of  the  Associated  Gas  and  Electric 
Company  $11,100,000  last  year.  Of  this,  $2,800,- 
000  was  spent  by  new  companies  acquired  during 
the  year.  The  most  important  single  piece  of 
work  was  the  installation  of  a  new  6,000  kilowatt 
turbo-generator  and  high-pressure  steam  boiler  at 
Rochester.  Expenditures  over  the  last  six  years, 
including  those  by  the  new  properties,  have  been 
as  follows: 


1930   -   §37,000,000 

1931      18,800,000 

1932   _  _   5,500,000 

1933   5,300,000 

1934   -   6,700,000 

1935   „   11,100,000 


NEW  BUSINESS  ACTIVITIES 

The  New  Business  Department,  during  1935, 
obtained  business  estimated  to  produce  revenues 
of  $7,536,027,  an  increase  of  41.3%  over  1934. 
This  estimated  new  business  came  from  the  fol- 
lowing sources:  domestic,  including  gas  house 
heating,  $4,598,293;  commercial,  $1,542,945;  in- 
dustrial, $1,394,789.  Domestic  new  business,  in- 
cluding gas  house  heating,  was  $1,713,720  higher 
than  in  1934,  an  increase  of  59.4%.  These  gains 
resulted  largely  from  cooperation  of  the  Com- 
pany and  its  subsidiaries  and  independent  appli- 
ance dealers  in  selling  electric  and  gas  appliances. 

As  the  result  of  the  cooperative  efforts  of  com- 
munity organizations,  operating  companies,  and 
the  Company's  Industrial  Development  Divi- 
sion, 221  industrial  concerns  were  located  in  As- 
sociated areas  last  year,  employing  7,742  wage 
earners.  Furthermore,  244  existing  concerns  in- 
creased their  operations  through  the  greater  use 
of  gas  and  electricity,  adding  to  their  pay  rolls 
7,214  workers.  As  a  result  of  this  activity, 
$1,090,158  estimated  annual  gas  and  electric  re- 
quirements were  contracted  for.  This  was  partly 
offset  by  industrial  concerns  going  out  of  business 
or  removing,  so  that  the  net  gain  was  $920,046  in 
estimated  annual  revenues. 

EMPLOYEE  ACTIVITIES 

The  Employees'  Business  Building  Plan,  which 
was  instituted  in  the  summer  of  1932,  continued 
to  produce  gratifying  results  last  year.  Employees 
cooperate  voluntarily  to  find  prospective  custo- 
mers for  the  purchase  of  electric  and  gas  appli- 
ances. During  1935  they  obtained  198,366  such 
prospects,  who  bought  from  cooperating  local 
dealers  and  the  operating  companies  $6,522,824 
in  electric  and  gas  appliances.  Use  of  these  ap- 
pliances by  customers  is  estimated  to  produce  an- 
nual electric  and  gas  revenues  of  $2,063,175. 


Since  it  is  recognized  that  building  new  load  is 
based  upon  the  existence  of  good  public  relations, 
this  Business  Building  activity  was  supplemented 
with  educational  training  in  the  problems  of  the 
utility  industry.  Through  a  combination  of  indi- 
vidual study  and  group  conferences  employees 
were  taught  how  to  perform  their  duties  so  that 
the  customers  receive  greatest  satisfaction. 

INVESTING  PLAN 

The  Employees'  Investing  Plan  was  started  for 
employees  of  the  Associated  Gas  and  Electric 
System  on  November  5,  1931,  by  the  acceptance 
of  subscriptions  to  securities  of  Utilities  Em- 
ployees Securities  Company,  to  be  paid  for  by 
regular  and  systematic  deductions  from  em- 
ployees' pay.  These  securities  have  regularly  paid 
interest  to  employees  at  the  rate  of  8%  per  an- 
num. The  conservative  nature  of  this  investment 
is  indicated  by  the  fact  that  at  July  31,  1936, 
each  $100  invested  by  employees  is  protected  by 
$258  (market  value — August  11,  1936)  of  secur- 
ities owned  by  Utilities  Employees  Securities 
Company.  The  Income  Notes  of  Utilities  Em- 
ployees Securities  Company,  now  being  purchased 
by  employees,  are  registered  with  the  Securities 
and  Exchange  Commission,  "Washington,  D.  C. 

12,225  EMPLOYEES  INSURED 

The  Associated  Insurance  Plan  as  of  June  1, 
1936  insured  12,225  employees  for  $48,702,814. 
Of  this  amount  $23,376,500  was  ordinary  life  and 
$25,326,314  group  insurance.  Part  of  the  cost  of 
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this  insurance  is  borne  by  the  employing  compa- 
nies. Since  the  plan  has  been  in  effect  it  has  paid 
519  claims  of  a  total  of  $1,871,936.  The  need  of 
this  insurance  is  evident  from  the  fact  that  25% 
of  the  Associated  employees  who  have  died  while 
the  plan  has  been  in  effect  had  no  other  life  in- 
surance whatever,  and  another  18%  had  only 
$500  or  less. 

UTILITIES  MUTUAL  MANAGEMENT  ASSOCIA- 
TION, INC. 

Through  the  formation,  in  1935,  of  Utilities 
Mutual  Management  Association,  Inc.,  the  owner- 
ship of  which  rests  in  the  operating  companies, 
the  servicing  companies  of  the  Associated  Gas  and 
Electric  System  are  placed  on  a  non-profit  basis 
in  their  relations  with  the  operating  companies. 
Ownership  of  these  servicing  companies  hereto- 
fore has  rested  entirely  within  the  System.  There 
is,  therefore,  no  change  in  the  situation  which  has 
heretofore  existed  in  that  any  profits  resulting 
from  their  operation  accrued  to  the  benefit  of  the 
security  holders  of  Associated  Gas  and  Electric 
Company. 

AUDITING 

In  accordance  with  established  policy,  the  ac- 
counts of  Associated  Gas  and  Electric  Company 
and  subsidiaries  for  the  year  1935  have  been  ex- 
amined by  independent  certified  public  account- 
ants. A  copy  of  the  accountants'  report  appears 
on  pages  12  to  21. 

In  addition  to  the  regular  examinations  by  in- 
dependent certified  public  accountants,  the  ac- 
counts of  the  various  subsidiaries  are  also  audited 
by  Utility  Accountants  and  Tax  Consultants,  an 
organization  composed  of  men  who  are  especially 


qualified  by  training  and  experience  to  ascertain 
facts  and  prepare  reports  for  the  benefit  of  the 
management. 

The  management  has  found  it  desirable  at  times 
to  use  the  services  of  organizations  employing 
specialists  in  the  fields  of  engineering,  accounting, 
taxes,  finance,  advertising  and  similar  specialized 
fields,  as  by  reason  of  the  experience  and  immedi- 
ate availability  of  such  men,  the  special  needs  to 
meet  unusual  conditions  and  emergencies  are 
more  economically  filled.  The  increase  in  the 
number  of  laws,  regulations,  questionnaires,  re- 
ports and  forms  instituted  within  the  last  few 
years,  has  been  of  such  a  nature  that  the  local 
management  and  organization  of  the  operating 
companies  would  have  been  unable  to  cope  with 
them,  without  incurring  permanent  and  heavy 
costs. 

Employment  of  these  organizations  has  re- 
sulted, therefore,  in  distinct  economies  for  the 
Company  and  its  operating  subsidiaries.  This  is 
apparent  when  the  actual  cost  of  this  work  is  com- 
pared with  the  probable  cost  had  the  Company 
and  its  subsidiaries  attempted  to  do  the  work 
with  their  own  organizations,  necessarily  aug- 
mented with  new  and  untrained  help,  or  with  the 
assistance  of  local  firms  of  accountants  and  law- 
yers who  would  necessarily  have  been  unac- 
quainted with  the  technique  which  is  required  to 
handle  the  difficult  and  intimate  matters  which 
are  dealt  with  in  many  of  these  inquiries. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  Mange, 
President. 

August  26,  1936. 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
Chart  of  Ownership  —  Public  Utility  Companies 
Showing  Percentage  of  Voting  Stock  Ownership 


Companies  shown  in  italics  have  no  securities  outstanding  with  the  public. 
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CERTIFIED  PUBLIC  ACCOUNTANTS 


15  BROAD  STREET 
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ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 


ACCOUNTANTS'  CERTIFICATE 


CONSOLIDATED  STATEMENTS 

Consolidated  Balance  Sheet,  December  31,  1935  (Exhibit  A). 

Capital  Stocks  of  Associated  Gas  and  Electric  Company  (Schedule  1). 
Statement  of  Consolidated  Income  for  the  Tear  Ended  December  31,  1935  (Exhibit  B). 
Statements  of  Consolidated  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1935 

(Exhibit  C).   


PARENT  COMPANY  STATEMENTS 
Balance  Sheet,  December  31,  1935  (Exhibit  D). 

Statement  of  Income  for  the  Year  Ended  December  31,  1935  (Exhibit  E). 

Statements  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1935  (Exhibit  F). 


ACCOUNTANTS'  CERTIFICATE 

Associated  Gas  and  Electric  Company: 

We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and  Electric  Company 
(incorporated  in  New  York)  and  the  consolidated  balance  sheet  of  the  company  and  subsidiary  com- 
panies as  of  December  31,  1935,  and  of  the  related  statements  of  income  and  surplus  for  the  year 
1935.  In  connection  therewith,  we  made  a  review  of  the  accounting  methods  and  examined  or  tested 
accounting  records  and  other  supporting  evidence  of  the  companies,  except  certain  subsidiaries 
which  were  examined  by  other  independent  accountants,  in  a  manner  and  to  the  extent  which  we 
considered  appropriate  in  view  of  the  system  of  internal  accounting  control. 

As  to  the  subsidiaries  examined  by  other  accountants,  the  figures  included  in  the  accompany- 
ing consolidated  statements  are  as  shown  by  their  reports  except  for  minor  reclassifications  to  agree 
with  the  general  classification  used  in  the  consolidation  and  with  the  exception  that  the  operations 
of  subsidiaries  acquired  during  the  year,  for  the  period  from  date  of  acquisition  to  December  31, 
1935,  included  in  the  statement  of  consolidated  income  for  the  year  1935,  comprise  the  difference 
between  the  operations  for  the  year  as  shown  by  the  reports  of  the  other  accountants  and  the  oper- 
ations prior  to  acquisition  as  shown  by  the  companies'  reports.  The  book  value  of  the  assets  of  the 
companies  examined  by  other  accountants  amounts  to  approximately  22.7%  of  the  total  consolidated 
assets  at  December  31,  1935,  and  the  gross  operating  revenues  of  such  companies  (including  operat- 
ing revenues  only  for  the  period  from  date  of  acquisition  to  December  31,  1935  in  case  of  companies 
acquired  during  the  year)  amounted  to  approximately  18.8%  of  the  consolidated  operating  revenues 
for  the  year  1935. 

The  statements  in  1935  include,  on  a  consolidated  basis,  all  subsidiaries  except  Utilities  Em- 
ployees Securities  Company  (and  subsidiary),  Southern  Ice  Company,  Inc.  and  Southwest  Public 
Service  Corporation  (and  subsidiaries),  which  are  carried  as  investments,  the  book  value  of  the 
investment  in  the  latter  two  companies  having  been  written  down  in  1935  to  a  nominal  amount. 
In  the  prior  year,  Utilities  Employees  Securities  Company  was  carried  as  an  investment  but  the 
other  companies  were  consolidated. 

The  consolidated  statements  include  the  Rochester  Gas  and  Electric  Corporation  whose  com- 
mon stock,  owned  within  the  group,  is  subject  to  a  voting  trust  agreement  under  which  a  minority 
of  the  trustees  are  elected  by  the  parent  company.  Cash  (not  including  special  deposits),  receiv- 
ables (less  reserves),  and  inventories  of  the  corporation  included  in  the  consolidated  balance  sheet 
amount  to  approximately  $3,463,000  and  accounts  payable  and  accrued  taxes,  interest  and  pre- 
ferred stock  dividends  to  approximately  $1,625,000.  The  total  operating  revenues  of  the  corpora- 
tion amounted  to  approximately  $14,118,000  in  1935  and  the  net  income  in  excess  of  dividends  paid 
was  approximately  $402,000. 
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Investments  are  carried  at  cost  or  companies'  valuations  which  do  not  purport  to  represent  realiz- 
able values  at  December  31,  1935,  as  to  which  we  express  no  opinion. 

Substantial  reductions  in  investments  and  in  outstanding  securities  of  Associated  Gas  and 
Electric  Company  during  the  year  resulted  from  the  exchange  of  debentures  of  Associated  Gas  and 
Electric  Corporation  (received  from  it  as  dividends  out  of  capital  surplus)  for  debentures  of 
Associated  Gas  and  Electric  Company  under  the  Plan  of  Rearrangement  of  Debt  Capitalization, 
and  the  dissolution  of  Eastern  Utilities  Securities  Corporation,  a  direct  subsidiary,  and  the  exchange 
of  securities  of  that  corporation  and  its  former  subsidiary,  Eastern  "Utilities  Investing  Corporation, 
for  securities  of  Associated  Gas  and  Electric  Company.  During  the  year  Associated  Gas  and  Elec- 
tric Company  also  wrote  down  the  hook  value  of  its  investments  in  subsidiaries  by  a  charge  of 
$10,300,000  against  the  reserve  for  contingencies  which  had  been  created  by  charges  to  capital 
surplus  in  1931  and  1932,  and  $28,000,000  of  that  reserve  was  restored  to  capital  surplus,  leaving 
a  balance  of  $49,700,000  in  the  reserve  for  contingencies  at  December  31,  1935,  which  balance 
has  been  applied  in  consolidation  against  investments  in  subsidiaries. 

Fixed  capital  (plant,  property,  equipment,  etc.)  has,  with  relatively  minor  exceptions,  been 
revalued  as  of  various  dates  at  estimated  reproduction  cost,  including  going  value  and  other  intan- 
gibles. The  related  retirement  reserves  were  also  adjusted  in  this  connection.  We  have  not  under- 
taken to  verify  these  valuations.  Capital  surplus  resulting  from  these  valuations  has  been  elimi- 
nated in  consolidation  against  the  carrying  value  of  investments  in  subsidiary  companies. 

It  is  the  accounting  policy  of  the  operating  companies,  in  general,  to  make  provision  for  retire- 
ments, renewals  and  replacements  of  fixed  capital  in  amounts  which  when  added  to  maintenance 
expenditures  equal  fixed  percentages  of  gross  operating  revenues  less  gas  or  power  purchased, 
rather  than  on  the  basis  of  amortization  of  fixed  capital  over  the  estimated  life.  In  certain  excep- 
tions the  amounts  provided  are  as  determined  by  the  management  which  amounts  have  been  in 
excess  of  the  requirements  of  the  bond  indentures. 

The  statement  of  consolidated  income  does  not  include  certain  out-of-the -ordinary  expenses  in 
connection  with  various  investigations,  Wheeler-Eayhurn  bill,  legal  cases,  etc.,  amounting  to 
$1,810,245.90,  which  were  charged  to  operating  or  non-operating  expenses  by  the  subsidiaries  hut 
to  corporate  surplus  in  consolidation.  Debt  discount  and  expense  of  Associated  Gas  and  Electric 
Company  and  Eastern  Utilities  Investing  Corporation,  whose  funded  debt  has  been  undergoing 
rearrangement  under  exchange  offers,  was  charged  to  capital  surplus  in  prior  periods,  and  in  1935, 
as  in  1934,  no  portion  thereof  was  charged  to  operations.  Discount  on  bonds  of  those  companies 
reacquired  has  been  credited  to  capital  surplus. 

Certain  of  the  subsidiary  companies  have  taken  up  as  earnings  available  for  interest  and/or 
dividend  charges,  undistributed  (appropriated)  earnings  of  certain  of  their  subsidiaries. 

The  net  operating  income  for  the  year  1935  of  a  subsidiary  engineering  company,  which  has 
been  credited  to  consolidated  corporate  surplus,  includes  profits  of  approximately  $223,000  resulting 
from  construction  fees  charged  to  property  account. 

Loss  sustained  by  a  subsidiary  on  sale  of  investments  and  unamortized  debt  discount  and 
expense  on  bonds  of  a  subsidiary  retired  in  connection  with  the  readjustment  of  its  debt  under 
Section  77-B  of  the  Bankruptcy  Act,  as  amended,  were  charged  to  capital  surplus. 

The  corporate  deficit  of  Associated  Gas  and  Electric  Company  for  the  year  1935  was  charged 
to  capital  surplus  at  the  end  of  the  year  in  accordance  with  approval  by  stockholders  at  a  meeting 
held  August  22,  1935,  the  corporate  deficit  at  December  31,  1934  having  previously  been  charged 
to  capital  surplus. 

In  our  opinion,  subject  to  the  foregoing  and  to  final  determination  of  liability  for  Federal  income 
taxes,  the  accompanying  balance  sheets  and  related  statements  of  income  and  surplus,  with  the  foot- 
notes thereon,  fairly  present,  in  accordance  with  accepted  principles  of  accounting  consistently 
followed  by  the  companies,  the  financial  condition  of  the  company  and  of  the  company  and  sub- 
sidiaries consolidated  as  of  December  31,  1935,  and  the  results  of  their  operations  for  the  year. 

HAS  KINS  &  SELLS 

New  York, 
August  10,  1936. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CONSOLIDATED  BALANCE  SHEET 

December  31,  1935 
ASSETS 

FIXED  CAPITAL: 

Plant,  property,  equipment,  etc.  at  estimated  reproduction  cost  (shown  iu  memorandum  accounts 
in  the  case  of  two  companies)  including  going  value  and  other  intangibles  at  various  dates  of 
revaluation  {with  relatively  minor  exceptions),  plus  subsequent  additions  at  cost,  less  retire- 
ments, and  $94,981,186.18  unelimiuated  balance  of  investments  in  subsidiaries  (includes  approx- 
imately $2,350,000  reported  as  in  process  of  or  subject  to   retirement)      $867,440,853.75 

INVESTMENTS— AT  COST  OS  COMPANIES'  VALUATION: 

In  subsidiary  companies  not  consolidated  ($123,323.10)  and  affiliated  companies 

(including  advances,  open  accounts,  etc.)  .,   _  _  $46,993,870.70 

Other  investments  (consists  principally  of  securities  carried  in  a  group  valua- 
tion; market  value  of  those  securities  for  which  quotations  are  available, 

approximately  $2,446,000)   -    -        28,525,326.40  75,519,197.10 


DEPOSITS  FOR  MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)    3,775,008.82 

DEPOSITS  FOR  SINKING  FUNDS,  CONSTRUCTION,  ETC  _  _  2,324,342.33 

DEPOSITS  FOR  REDEMPTION  OF  BONDS  CALLED  AND  FOR  PREMIUM  AND  ACCRUED  IN- 
TEREST THEREON   ,   _    15,839,546.00 

CASH  (including  working  funds)     „   6,016,503.19 

NOTES  AND  ACCOUNTS  RECEIVABLE: 

Consumers     $  8,737,341.23 

Appliances  ($310,301.09  pledged)       2,116,192.12 

Miscellaneous  (including  $153,873.39  due  from  employees)  -„        1,594,759.01  12,448,292.36 


MATERIALS  AND  SUPPLIES  (book  inventorios)   5,915,298.05 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)™   2,047,173.56 

PREPAID  EXPENSES  „    454,913.50 

UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE  „_„    22,571,147.63 

MISCELLANEOUS  UNADJUSTED  DEBITS  (including  balances  in  closed  banks  of  $189,103.93)..   2,352,794.00 


TOTAL     „  „  __     $1,016,705,070.8 


The  capital  stock  of  Associated  Gas  and  Electric  Company  includes  $7,159,637  unsurrendered  convertible  debenture 
certificates,  etc.,  which  have  been  called  for  conversion  into  cumulative  preferred  and  preference  stocks. 
Debt  discount  and  expense  of  Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Investing  Corporation  on 
bonds  still  outstanding  has  been  charged  to  capital  surplus. 

Certain  securities  of  subsidiary  companies  and  accounts  receivable  from  subsidiary  companies  which  eliminate  in  the 
above  statement  are  pledged  as  collateral  to  notes  payable  and  funded  debt  or  deposited  under  escrow  or  other  agree- 
ments. 

At  December  31,  1935,  undeclared  cumulative  interest  (payable  only  as  declared)  on  obligations  of  Associated  Gas  and 
Electric  Company  convertible  into  stock  at  company's  option  amounted  to  $7,566,017.22,  and  undeclared  cumulative 
dividends  on  preferred  and  preference  stocks  (including  stock  issuable  for  obligations  called  for  conversion)  to 
$9,277,162.06. 

Interest  was  past  due  on  certain  bonds  of  subsidiary  companies  at  December  31,  1935.  The  principal  amounts  of 
auch  bonds  held  by  the  public  were  as  follows:  American  Utilities  Company  6%,  due  1945,  $265,500,  and  6V>%,  duo 
1941,  $34,500:  Eastern  Utilities  Investing  Corporation  5%,  due  1954,  $933,000.  Provision,  however,  has  been 
made  in  the  above  statement  for  the  interest  accrued  to  December  31,  1935. 

Dividends  were  in  arrears  at  December  31,  1935,  on  preferred  Blocks  of  the  following  subsidiary  companies:  Amer- 
ican Utilities  Company,  Broad  River  Power  Company,  Eastern  Utilities  Investing  Corporation,  Empire  Gas  and  Electric 
Company,  Florida  Public  Service  Company,  General  Gas  &  Electric  Corporation,  Georgia  Power  and  Light  Company, 
New  York  Central  Electric  Corporation,  and  Ohio-Midland  Light  and  Power  Company.  Provision,  however,  has  been 
made  in  the  above  statement  for  accrued  dividends  on  these  stocks  to  December  31,  1935. 

The  company  has  a  contingent  liability  as  guarantor  of  interest  up  to  8%  per  annum  on  $3,723,590  principal  amount 
of  income  bonds  of  Utilities  Employees  Securities  Company  (an  indirect  subsidiary  not  consolidated)  issued  to  em- 
ployees of  the  Associated  Gas  and  Electric  System.  There  was  no  interest  due  and  unpaid  on  these  bonds  at 
December  31,  1935. 

Notice  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1927  to  1933,  inclusive, 
and  excess  profits  taxes  for  the  year  1933,  aggregating  $50,962,163.71,  with  demands  for  immediate  payment  and 
notice  of  tax  liens,  addressed  to  Associated  Gas  and  Electric  Company  and/or  the  company  and  its  subsidiaries,  have 
been  served  on  the  company.  In  addition,  assertions  of  approximately  $8,478,000  and  jeopardy  assessments  of  ap- 
proximately $830,500  have  been  made  against  subsidiary  companies,  and  Associated  Gas  and  Electric  Company  may 
have  a  liability  in  connection  with  assessments  against  affiliated  companies.  The  assessments  and  assertions  are  being 
contested, 

EXHIBIT  A 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CONSOLIDATED  BALANCE  SHEET 

December  31,  1935 
LIABILITIES 

CAPITAL  STOCK  AND  SURPLUS  (including  capital  surplus  reserved  for  con- 
version of  debentures) : 

Capital  stock  of  Associated  Gas  and  Eleetric  Company — Schedule  1  *$102,548,778.76 

Consolidated  surplus — Exhibit  C: 

Capital     12,495,023.57 

Corporate  —      7,339,550.81 

Capital  surplus  reserved  for  conversion  of  debentures  —   47,293,700.00 

Capital  stoek  and  applicable  surplus  of  General  Gas  &  Electric  Corporation 
($24,588,901.87)  and  Eastern  Utilities  Investing  Corporation  (§60,600)  held 
by  public  (which  to  the  extent  of  approximately  $20,429,000  is  of  equivalent 
rank  to  stocks  of  Associated  Gas  and  Electric  Company  or  obligations  thereof 

convertible  into  stoek  at  company's  option)   24,649,501.87 

Other  subsidiary  companies'  capital  stocks : 

Preferred             66,084,518.33 

Common  and  participating  (including  applicable  surplus  or  deficit)   309,651.02  $260,720,724.36 


OBLIGATIONS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  CONVERTIBLE  INTO 
STOCK  AT  COMPANY'S  OPTION  (S50,888,783)  AND  OBLIGATIONS  OP  SUBSIDIARY 
COMPANY  OF  EQUIVALENT  BANK  ($933,000)   51,821,783.00 

FUNDED  DEBT  AND  INTEREST-BEARING  SCRIP : 

Associated  Gas  and  Electric  Company    „   $268,087,647.17 

Less:  Fixed  interest  debentures  deposited  and  held  by  escrow  agents  under 

Plan  of  Rearrangement  of  Debt  Capitalization   192,246,590.00 


Remainder    $  75,841,057.17 

Subsidiary  companies : 

Associated  Gas  and  Electric  Corporation   143,877,995.00 

Other  subsidiary  companies  (including  $1,732,175  duo  in  1936)  _   351,864,065.56  571,583,117.73 


BONDS  CALLED  FOR  REDEMPTION  (including  accrued  interest  to  December  31,  1935,  and  pre- 
mium thereon)   ~      „   15,712,004.98 

MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)-   3,775,008.82 

NOTES  PAYABLE  (includes  $6,990,000  covered  by  pledge  of  stocks  and  bonds  of  subsidiary  compa- 
nies eliminated  in  consolidation)  „       11,047,193.24 

ACCOUNTS  PAYABLE    _      4,815,386.16 

TAXES  ACCRUED   _    5,846,627.33 

INTEREST    AND    MISCELLANEOUS    ACCRUALS    (including  $194,467.50  past-due  interest  on 

funded  debt  of  subsidiaries)  ™.™          7,669,788.58 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS      5,419,697.88 

GUARANTY  OF  APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)    2,047,173.56 

RESERVE  FOR  RETIREMENTS,  RENEWALS  AND  REPLACEMENTS  OF  FIXED  CAPITAL 

(including  adjustments  resulting  from  revaluation)^   64,563,910.60 

RESERVE  FOR  PRIOR  YEARS'  FEDERAL  INCOME  TAXES  (subject  to  final  determination)   3,511,317.46 

RESERVE  FOR  DOUBTFUL  ACCOUNTS  RECEIVABLE   1,208,450.76 

CONTRIBUTIONS  FOR  EXTENSIONS— NON-REFUNDABLE    2,568,597.93 

MISCELLANEOUS  RESERVES  AND  UNADJUSTED  CREDITS  (including  $1,700,553.47  accrued 

cumulative  dividends  not  currently  being  paid  on  preferred  stocks  of  subsidiaries)   4,394,282.44 


.  $1,016,705,070.89 


EXHIBIT  A 


Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1935 
(Including  companies  acquired  in  1935  from  dates  of  acquisition 


Operating  Revenues: 


Steam  heating,  water,  ice,  transportation,  etc... 


only) 


3,190,931.2 
2,106,353.9 
7,918,432.1 


Operating  Expenses  and  Maintenance: 

Operating  expenses   

Maintenance  

Balance  Before  Taxes  and  Provision  for  Kktirkmknts   

Provision  for  Taxes  (including  Federal  income  taxes)  „  

Balance  Before  Provision  for  Retirements...-  _   


Provision  for  Retirements,  Renewals  and  Replacements  of  Fixed  Capita 
Operating  Income  


Other  Income: 

Interest  and  dividends  on  investments,  etc.: 

Subsidiary  companies,  not  consolidated    

Affiliated  companies    —  —    — 

Other   —     - 

Income  of  subsidiary  management  and  other  non-utility  companies   699,367, 


Interest  on  funded  debt  . 
Interest  on  unfunded  debt  . 


Less:  Interest  charged  to  construction  (credit)... 

Amortization  of  debt  discount  and  expense—  _ 

Dividends  on  preferred  stocks  paid  or  accrued.  


),347,499.3 
r,972,402.2 


$  7,021.28 
225,578.71 
800,479.85 


Less:  Non-operating  expenses,  not  including  expenses  of  Plan  of  Rearrangement  of 
Debt  Capitalization  of  Associated  Gas  and  Electric  Company  ($1,150,273.86) 
which  were  charged  to  surplus     — 

Gross  Income   _  „ 

Deductions  from  Income: 
Subsidiary  companies: 

Operating  utility  and  group  companies : 


131,699.68 


$13,501,378.96 
851,406.79 
108,865.08 
1,256,666.17 
2,663,933.79  $18,1 


Associated  Gas  and  Electric  Corporation: 

Interest  on  fixed  interest  debentures   

Interest  on  income  debentures  -  


Amortization  of  debt  discount  and  expense-.. 

Associated  Gas  and  Electric  Company: 

Interest  on  fixed  interest  debentures   

Interest  on  income  debentures.... 


Interest  on  interest-bearing  scrip  .. 
Balance  of  Income  (see  note  below)  


$  2,968,281.13 
2,800,476.86 
65,198.62 


$  4,279,112.48 
68,123.88 
50,804.05 


48,319,901.56 

$44,895,815.77 
9,799,411.27 

$35,096,404.50 
8,081,815.82 

$27,014,588.68 


1,690,741.98 
$28,705,330.06 


28,390,517.65 


Note:  The  above  statement  does  not  Include  expenses  of  $1,150,273.86  in  connection  with  the  Plan  of  Rearrangement  of  Debt 
Capitalisation  charged  to  surplus  by  Associated  Gas  and  Electric  Company;  out-of-the-ordinary  expenses  of  $1,810,245.90  in 
connection  with  various  investigations,  Wlieeler-Kayburn  bill,  legal  cases,  etc.,  Charged  to  operating  or  non-operating  ex- 
penses by  subsidiaries  but  to  corporate  surplus  in  consolidated  statements;  or  provision  ($429,856.38)  for  preferred  divi- 
dends and  interest  charges  of  General  Gas  Ss  Electric  Corporation  and  Eastern  Utilities  Investing  Corporation  tanking  after 
fixed  interest  of  Associated  Gas  and  Electric  Company.  The  statement  also  does  not  include  interest  (payable  only  as  de- 
clared) of  Associated  Gas  and  Electric  Company  on  obligations  convertible  into  stock  at  Company's  option,  and  amortization 
of  debt  discount  and  expense  of  Associated  Gas  and  Electric  Company  and  EaBtern  Utilities  Investing  Corporation,  all  such 
discount  and  expense  having  been  charged  to  capital  surplus. 

EXHIBIT  B 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENTS  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1935 


Balance,  January  1,  1935  „  

Additions  : 

Balance  of  income  for  the  year — Exhibit  B.... 


Net  operating  income  of  subsidiary  engineering  company  —  _. 

Capital  surplus  arising  as  a  result  of  the  inclusion  in  consolidation  of  subsidiaries 

acquired  during  1935       ~~ 

Cancellation  of  reserve  for  contingencies    


Net  increase  in  discount  on  bonds  of  subsidiary  companies  held  intercorporately  in 
excess  of  the  unamortized  debt  discount  and  expense     

Discount  on  reacquired  securities  of  subsidiary  companies  and  profit  on  sales  

Discount  on  reacquisition  and  exchange  of  securities  of  Associated  Gas  and  Electric 
Company    

Miscellaneous  —  — -    — 


Total 


Deductions  : 

Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and 
Electric  Company  ($1,150,273.86)  and  other  out-of-the-ordinary  expenses 
($1,810,245.90)    -  

Unpaid  interest  and  cumulative  preferred  dividends  of  General  Gas  &  Electric  Cor- 
poration and  Eastern  Utilities  Investing  Corporation  (dependent  upon  income 
from  investments  in  securities  of  Associated  Gas  and  Electric  Company  on  none 
of  which  is  auy  income  being  currently  received)  „  

Adjustment  of  minority  interest  in  surplus  of  subsidiaries  


Unamortized  debt  discount  and  expense  on  bonds  retired  in  connection  with  read- 
justment of  debt  of  Florida  Public  Service  Company,  under  Section  77-B  of  the 
Bankruptcy  Act,  as  amended   _       

Additional  amount  of  surplus  eliminated  against  intercompany  investments  in  stocks 

Surplus  of  subsidiaries  formerly  included  on  consolidated  basis  and  reduction  of 
carrying  value  of  investments  in  these  subsidiaries   

Reduction  of  book  value  of  miscellaneous  investments  ..  „  

Restoration  of  portion  of  reserve  for  conversions  applicable  to  securities  formerly 
held  intercorporately   ..    „    „  ™__™__„ 

Capital  stocks  of  Associated  Gas  and  Electric  Company  reacquired  and/or  retired 
(including  former  intercompany  holding  previously  eliminated  from  stated  cap- 
ital at  liquidation  value,  $18,242,100)   -  

Reversal  of  accrual  in  prior  years  of  interest  receivable  on  income  notes  of  affiliated 
company  „  

Adjustment  of  Federal  income  tax  applicable  to  prior  years  

Miscellaneous    _  _ , 


Transfer  to  Capital  Surplus  op  Corporate  Deficit  of  Associated  Gas 
Electric  Company  for  the  Year  Ended  December  31,  1935  


Corporate 

Capital 

Surplus 

Surplus 

t 

6,413,952.99 

$  5,259,193.54 

308,813.01 

154,411.49 

13,598,510.22 

28,000,000.00 

1,387,000.58 

866,241.27 

6,233,656.65 

465,300.08 

1,449,372.24 

$ 

8,208,718.84 

$55,927,733.23 

4 

2,960,519.76 

429,856.38 

167,994.20 

$  1,506,350.40 

1,029,643.10 

37,235.74 

7,872,832.36 

268,230.48 

9,057,821.03 

401,380.00 

673,050.00 

18,281,024.09 

750,000.00 

194,256.49 

424,242.49 

583,429.57 

t  4,896,347.14 

$39,405,530.55 

t 

3,312,371.70 

$16,522,202.68 

4,027,179.11 

4,027,179.11 

* 

7,339,550.81 

♦  12,495,023.57 

Balance,  December  31,  1935   _    -  -  _  

Notes:  The  above  statement  of  "corporate  surplus"  does  not  include  any  charge  for  amortization  of  debt  discount  and  expense  of 
Associated  Gas  and  Electric  Compauy  and  Eastern  Utilities  Investing  Corporation;  all  such  discount  and  expense  has  been 
charged  to  capital  surplus  in  prior  years. 

See  note  to  consolidated  balance  sheet  regarding  cumulative  interest  on  obligations  convertible  into  stock  at  company's 
option    (payable  only   as   declared)    and    cumulative   dividends  in  arrears  for  which  no  provision  has  been  made  above. 

EXHIBIT  C 
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Associated  Gas  and  Electric  Company 
BALANCE  SHEET 

December  31,  1935 
ASSETS 

Investments  in  Subsidiaries: 

Associated  Gas  and  Electric  Corporation — 6,710,000  shares  of  $1.00  par  value  each, 
common  stock  (entire  issue),  at  company's  valuation      $381,264,445.00 

Eastern  Utilities  Investing  Corporation — At  company's  valuation: 

Class  B  common  (voting)  stock — 50,000  shares — Entire  issue  „   25,000.00 

Other  stocks  and  bonds        705,904.63 

Notes  Receivable: 

Associated  Gas  and  Electric  Corporation  (subordinated  to  all  other  indebtedness 
of  the  corporation) : 

5%  income  note,  due  December  1,  1980  (may  be  reduced  by  delivery  of  deben- 
tures by  the  corporation  under  the  Plan  of  Rearrangement  of  Debt  Capi- 
talization of  Associated  Gas  and  Electric  Company)  _  75,707,630.00 

Non-interest-bearing  note,  due  December  1,  1983.....     10,000,000.00 

Accounts  receivable : 

Associated  Gas  and  Electric  Corporation  „  -  „  175,384.55 

The  Associated  Corporation        500.00  $467,878,864.18 

Due  prom  Associated  Gas  and  Electric  Securities  Company  (Del.) — Receivable  in  Securities 

or  Associated  Gas  and  Electric  Company  under  Exchange  Offer       1,035,455.00 

Special  Deposits  for  Matured  Interest  and  Dividends  Payable  (contra)    203,868.55 

Other  Special  Deposits  »   —   117.16 

Cash       1,535.19 

Miscellaneous  Unadjusted  Debits        ~—    -  441.28 

Contra  to  Liability  for  Assumption  of  Bonds  of  Subsidiary  Company,  due  1953,  Included  in 

Funded  Debt  -   _  ~~    —  1,000,000.00 


$470,120,281.36 


LIABILITIES 

Capital  Stock  (Including  Stock  to  be  Issued)  and  Surplus  (including  capital 
surplus  reserved  for  conversion  of  debentures  and  for  other  contingencies) : 

Stated  capital       ~  _   •$189,258,409.76 

Surplus — Exhibit  F: 

Capital     -    $35,835,144.37 

Corporate     —   _   —  35,835,144.37 


Capital  surplus  reserved  for  conversion  of  debentures  ($48,494,050)  and  for  other 

contingencies  ($49,700,000)   ™-  ™       98,194,050.00 


Obligations  Convertible  into  Stock  at  Company's  Option  (less  $200  in  treasury 

and  $3,050,900  in  escrow)         

Funded  Debt: 

Fixed  interest  debentures  (less  $129,180  in  treasury)  „_  „_   $267,483,000.00 

Less:  Fixed  interest  debentures  deposited  and  held  by  escrow  agents  under  the 

Plan  of  Rearrangement  of  Debt  Capitalization   192,246,590.00 


$  75,236,410.00 


Sinking  fund  income  debentures  (less  $1,800,000  in  treasury)   1,648,110.00 

Income  debentures     105,700.00 

Interest-bearing  scrip,  due  1937  and  1938  (including  interest  accrued  to  Decem- 
ber 31,  1935,  payable  at  maturity  of  scrip)™..  _   864,292.17 


Matured  Bond  Interest  (Unpresented  Coupons),  Unpresented  Dividend  Checks,  Etc.  (contra)  

Taxes  Accrued  „__™_      ™  __™  

Interest  Accrued  

Reserve  for  Taxes  (including  Federal  income  taxes  subject  to  final  determination)     

Miscellaneous  Reserves    _  


Total   _  

Sbk  Notes  on  Following  Page 
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Associated  Gas  and  Electric  Company 
NOTES  TO  BALANCE  SHEET 


December  31,  1935 


Includes  $7,169,737  unsurrendered  convertible  debenture  certificates,  etc.,  which  nave  been  called  for  conversion  into  cumulative 
preferred  and  preference  stocks. 

The  above  statement  excludes  from  the  assets  $1,874,000  principal  amount  of  Eastern  Utilities  Investing  Corporation  5%  debentures 
due  1954,  and  from  the  liabilities  $3,050,900  principal  amount  of  obligations  convertible  into  stock  at  company's  option,  which,  had 
been  deposited  in  escrow  by  Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Investing  Corporation  (a  subsidiary  com- 
pany), respectively,  under  an  exchange  agreement  dated  September  18,  1935.  In  addition,  certain  stocks  of  Associated  Gas  and 
Electric  Company,  to  which  no  value  has  been  assigned,  were  deposited  in  escrow  by  Eastern  Utilities  Investing  Corporation,  The 
agreement  may  be  rescinded  by  either  party. 

At  December  31,  1935,  undeclared  cumulative  interest  (payable  only  as  declared)  on  obligations  convertible  into  stock  at  com- 
pany's, opliim  am  on  n  teil  to  !ST.5(5r>,61 '  .11  :\  mi  n  T;:l«d;m'd  cum  \:1:u\  \  c  dividc-mls  on  u>'i?l'eri-ei'l  and  prf-iVi'mco  stocks  f  including 
stock  issuable  for  obligations  called  for  conversion)  to  $9,277,1(32.06,  on  convertible  obUjgationB  and  stock  held  by  the  public.  In 
addition,  undeclared  cumulative  interest  and  dividends  on  such  securities  held  by  subsidiary  companies  amounted  to  $2,084,116.81 
and  $21,538,441.10,  respectively,  at  December  31,  1935. 

The  company  has  a  contingent  liability  in  connection  with  a  joint  agreement  to  indemnify  another  corporation  for  any  loss  sustained 
through  its  guarantee  of  principal  and  interest  on  joint  and  refunding  mortgage  5%  bonds  of  Empire  Gas  and  Electric  Company 
and  Empire  Coke  Company  (principal  amount  $4,543,000,  due  in  1941,  of  which  $14,000  are  held  in  treasury  of  Empire  Gas  and 
Electric  Company  and  $1,860,000  pledged  with  trustee  as  collateral  to  Empire  Gas  and  Electric  Company's  general  and  refunding 
mortgage  bonds  6%  series  A,  due  1952)  and  of  dividends  on  Empire  Gas  and  Electric  Company's  series  A  6%  cumulative 
preferred  stock.  There  was  no  interest  on  the  bonds  or  dividends  on  the  stock  (in  hands  of  public)  due  and  unpaid  at  December 
31,  1935.  The  company  also  has  a  contingent  liability  as  guarantor  of  interest  up  to  8%  per  annum  on  $3, 713, 590  principal  amount 
of  income  bonds  of  Utilities  Employees  Securities  Company  (an  indirect  subsidiary)  issued  to  employees  of  the  Associated  Gas  and 
Electric  System.   There  was  no  interest  due  and  unpaid  on  these  bonds  at  December  31,  1935. 

Notice  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1937  to  1933,  inclusive,  and  excess  profits 
taxes  for  the  year  1933,  aggregating  $50,962,163.71,  with  demands  foi  immediate  payment  and  notice  of  tax  liens,  addressed  to 
Associated  Gas  and  Electric  Company  and/or  the  company  and  its  subsidiaries,  have  been  served  on  the  company.  The  company  is 
contesting  the  assessments.  Additional  claims  for  Federal  taxes,  which  are  being  contested,  have  been  asserted  or  assessed  against 
subsidiary  and  affiliated  companies,  and  for  which  some  liability  may  exist  against  Associated  Gas  and  Electric  Company,  if 
sustained. 


Associated  Gas  and  Electric  Company 
STATEMENT  OF  INCOME 

For  the  year  ended  December  31,  1935 

Income  : 

Dividends  from  subsidiary  company — Associated  Gas  and  Electric  Corporation    $1,750,273.86 

Provision  foe  Taxes       «_  18,676.23 


Balance  of  Income  Before  Interest  and  §1,150,273.86  Expenses  of  Plan  of  Rearrangement  of 
Debt  Capitalization  ™      $1,731,597.63 


Interest  on  Fixed  Interest  Debentures,  Income  Debentures,  and  Sinking  Fund 
Income  Debentures  ,    — -  ~  ~   $4,583,994.55 

Interest  on  Interest-Bearing  Scrip  — — —   50.S04.05  4,634,798.60 


Loss,  Exclusive  of  Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  ($1,150,273.86), 
Which  Was  Charged  to  Surplus,  and  Interest  on  Obligations  Convertible  Into  Stock:  at  Com- 
pany's Option  on  Which  no  Interest  Was  Paid  During  the  Year  —         $2,903,200.97 


Note:    No  provision  has  been  made  in  the  above  statement  for  amortization  of  debt  discount  and  expense.     All  such  discount  and 
expense  has  been  charged  to  capital  surplus. 


EXHIBIT  E 
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Associated  Gas  and  Electric  Company 


STATEMENTS  OF  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1935 


Corporate  Capital 

Surplus  Surplus 

Balance,  Januabt  1,  1935   „  _  „                   —  $  3,796,533.27 

Additions  : 

Discount  on  acquisitions  and  exchanges  of  company's  debentures,  etc.   9,980,442.74 

Cancellation  of  portion  of  reserve  for  contingencies    28,000,000.00 

Dividends  received  from  Associated  Gas  and  Electric  Corporation,  paid  out  of 

capital  eurplus   _    —  —  114,554,145.00 

Adjustment  of  interest  applicable  to  prior  period  .......    $  26,039.05 

Miscellaneous   —          256.67 


26,295.72  $156,331,121.01 


Deductions  : 

Loss  for  the  year— Exhibit  E     „  -  ™  -  ~    $  2,903,200.97 

Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization    1,150,273.86 

Reduction  in  carrying  value  of  investment  in  common  stock  of  Associated  Gas  and 
Electric  Corporation  equivalent  to  dividends  received  from  it  out  of  capital 

surplus    -    $114,554,145.00 

Charge  arising  from  exchange  between  the  company  and  a  subsidiary  of  securities 

for  cancellation,  and  loss  on  open  account  ..  ~  1,874,972.92 

Capital  stock  reacquired  and/or  retired   38,924.09 

Miscellaneous      ..  -    —  755.52 


Total      -  -  -     $  4,053,474.83  $116,468,797.53 


Remainder  ..„  „  „  _  -  -   f  4,087,179.11     $  39,862,323.48 

Transfer  to  Capital  Surplus  of  Corporate  Deficit  of  Associated  Gas  and 

Electric  Company  for  the  Tear  Ended  December  31,  1935     4,027,179.11  4,027,179.11 


Balance,  December  31,  1935  ™   „  —  —  -    —  $  35,835,144.37 


Notes:  All  debt  discount  and  expense  has  been  charged  to  capital  surplus. 

See  note  to  balance  sheet  regarding  cumulative  interest  and  dividends  in  arrears  for  which  no  provision  has  been  made 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

December  31,  1935 


Bates  to  which 

accumulative     Number  of  shares 


Description 

"Cumulative  preferred  stock  (-without  par  value)  : 
Origiual  series  .. 


$6.00  cumulative  preference  (including  ■ 
sued)  . 


shares  to  be  is- 


50  cumulative  preference  (including  1 
sued)      


shares  to  be  is- 


Common  stock  purchase  rights..,. 


Optional  stock  purchase  warrants    ~      ...... 

Warrants  on  Associated  Gas  and  Electric  Corporation  8% 
bonds,  due  1940,  for  purchase  of  91,469.3  shares  of  Asso- 
ciated Gas  and  Electric  Company   common  stock  

Total  — _  — —  —  


dividends 
have  been  paid 


$5.00  dividend  series    (including  49  shares  to  be  issued, 

less  169,775  shares  in  treasury)   -   

$5.50  dividend  series    

$6.00  dividend  series  (including  244  shares  to  be  issued, 

less  7  shares  in  treasury)      

$6.50  dividend  series  (including  20  shares  to  be  issued) 

$7.00  dividend  series  (including  9  shares  to  be  issued)  — 

*  Cumulative  preference  stock  (without  par  value)  : 

$4.00  cumulative  preference  (less  10,203  shares  in  treasury) 
$5.00  cumulative  preference 
$5.50  cumulative  preference 


Class  A  stock — Par  value  $1.00  a  share  (preferred  as  to  assets 
— after  liquidation  of  preferred  and  preference  stocks — up 
to  $35.00  a  share,  plus  one-half  of  the  remaining  assets  after 
class  B  and  common  stocks  have  received  in  the  aggregate 
an  amount  equal  to  $35.00  a  share  on  the  class  A  stock), 
less  1,491,847  shares  in  treasury      

Class  B  stock — Par  value  $1.00  a  share  (preferred  as  to 
assets — after  liquidation  of  preferred  and  preference  stocks 
and  distribution  of  $35.00  a  share  to  holders  of  class  A 
stock — to  $35.00  a  share,  but  not  to  exceed  in  the  aggregate 
an  amount  equal  to  $35.00  a  share  on  the  outstanding 
class  A  stock)  —  -  —     

Common  stock — Par  value  $1.00  a  share  (less  643,849  shares 
in  treasury)       


outstanding 
with  public 


Oct.     1,  1932 

39,331 

June  15,  1932 

62,887 
258 

June   1,  1932 
Oct.     1,  1932 

148,506 
68,321 
99,852 

May    1,  1932 

None  paid 
June  15,  1932 

40,101 
185 
12,660 

Apr.    1,  1932 

4,932 
7,125 

t4,572,506 


607,953 


1,106,823 

19,547.1  rts. 
6,135,163.5  wts. 


Stated 
capital 


$102,548,778.76 


$102,548,778.76 


Notes: 

*  Includes  shares  represented  by  $7,159,637  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been  called  for  con- 
version into  cumulative  preferred  and  preference  stocks,  as  follows:  Cumulative  preferred,  $5.00  dividend  series,  10,908  shares; 
$5.50  dividend  series,  86  shares;  $6.00  dividend  series,  51,902.87  shares;  $6.50  dividend  series,  3,376  shares;  $7.00  dividend 
series,  3,316.5  shares;  and  2,007  shares  of  $6.00  cumulative  preference, 
t  Includes  11,754  shares  represented  by  transferable  subscription  receipts;  70,839  shares  represented  by  6%  convertible  deben- 
ture certificates  for  class  A  stock;  and  774  shares  represented  by  class  A  receipts  for  6%  convertible  debenture  certificates — 
Series  O. 

The  cumulative  preferred  stock  is  preferred  as  to  assets,  in  the  event  of  liquidation,  up  to  $100.00  a  share  plus  any  unpaid 
cumulative  dividends,  except  in  the  ease  of  the  original  series  preferred  stock  which  is  preferred  up  to  $50.00  a  share,  plus  any 
unpaid  cumulative  dividends. 

After  the  liquidation  of  the  preferred  stocks  the  cumulative  preference  stock  is  preferred  as  to  assets  up  to  $100.00  a  share,  plus 
any  unpaid  cumulative  dividends,  except  in  the  case  of  the  $4.00  cumulative  preference  stock  which  is  preferred  up  to  $50.00  a 
share,  plus  any  unpaid  cumulative  dividends. 

Tor  statement  purposes,  the  cost  of  treasury  stock  has  been  charged  to  capital  surplus. 

Stocks  of  Associated  Gas  and  Electric  Company  held  by  companies  included  in  the  consolidation  and  which,  eliminate  above  at 
liquidation  value  are  as  follows:  Cumulative  preferred,  $5.00  dividend  series,  112,167  shares;  $6.00  dividend  e 
$6.50  dividend  series,  5  shares; 
tive  preference,  367,799  shares; 
ence;  and  class  A,  231  shares. 


.  5.00  dividend  £ 

$7.00  dividend  series,  8  shares;  $4.00  cumulative  preference,  740,264  shares;  $6.00  cumula- 
"6.50  cumulative  preference,  7,130  shares;  due  bills  for  10,024  shares,  $6.50  cumulative  prefer- 


SCHEDULE  ! 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


*Capital  stock  of  Associated  Gas  and  Electric  Company 
Preferred: 

Original  Series — Cumulative  ($3.50)  ...    „  

$7.00  Series — Cumulative  

$6.50  Series — Cumulative  ..  -  

$6.00  Series — Cumulative   ,  

$5.50  Series — Cumulative    ~  

$5.00  Series — Cumulative     ~~   

Preference: 

$6.50  Series — Cumulative  —  -   — 

$6.00  Series--Cumulative  

$5.50  Series— Cumulative-  -   

$5.00  Series — Cumulative  .  

$4.00  Series — Cumulative  ,  

Class  A   

Class  B  ,  

Common  

Optional  Stock  Purchase  Warrants  

Common  Stock  Purchase  Rights— 


68,326 
148,577 


24,279 
372,731 
12,660 
185 
780,365 
4,572,737 
607,953 
1,106,823 
1,246,5801 
93,067.6t 


5 
71 

112,167 


17,154 
367,799 


740,264 
231 


"  Includes  unsurrendered  Convertible  Debenture  Certificates,  el 

■nd  preference  stocks,  as  explained  in  previous  reports, 
t  Shares  of  Class  A  Slock  issuable  upon  cicercise  of  warrants. 
J  Shares  of  Common  Stock  issuable  upon  exercise  of  rights. 


which  have  been  called  for 


into  cumulative  preferred 


Obligations  of  Associated  Gas  and  Electric  Company  coavertible 
into  Stock  at  Company's  option  and  obligations  of 
subsidiary  company  of  equivalent  rank. 

Interest 
rate  % 

Amount 
outstanding 

Amount  eliminated 
in  consolidation 

Amount  held 
by  public 

Associated  Gas  and  Electric  Company: 

Convertible  Obligations,  Series  A  

Convertible  Obligations,  Series  A  

7 

6% 
6 

5% 

5 

6 

5 

$  3,565,300 
1,220,600 
25,901,586 
381,797 
34,330,000 
1,360,500 

937,000 

$  — 

500 
11,800 

15,864,400 
300 

4,000 

$  3,565,300 
1,220,100 
25,889,786 
381,797 
18,471,600 
1,360,200 

933,000 

$51,821,783 

CnnvflrtiM"  "^blii'fltionH,  Sprigs  A  

Convertible  Obligations,  Series  A  _  _    

Convertible  Obligations,  Series  A  -  

PnrnTPrtibld  nblijrnf.inns,  Spripn  R 

Eastern  Utilities  Investing  Corporation: 
Debentures,  due  1954                              ,    ,  _.  „ 

Total    

Amount 

Amount 

Amount 

Funded  debt  of  Associated  Gas  and 

Interest 

Amount 

eliminated  in 

beld  by 

held 

Electric  Company 

rate  % 

outstanding 

consolidation 

Escrow  Agents 

by  public 

Debentures,  due  1983   

4 

fl3,967,310.00 

$12,468,900.00 

♦1,498,410.00 

Convertible  Debentures,  due  1977  

5% 

8,812,000.00 

#768,600.00 

5,470,000.00 

2,573,400.00 

Debenture  Bonds,  Consolidated  Eefunding: 

Series  due  1968 

5 

85,650,300.00 

60,478,600.00 

25,171,700.00 

Series  due  1958                 „    . 

4% 

16,964,000.00 

400.00 

12,632,200.00 

4,331,400.00 

Convertible  Debentures,  due  1950   —  

5 

49,980,000.00 

32,852,100.00 

17,127,900.00 

Convertible  Debentures,  due  1949  _   

4% 

65,483,500.00 

50,371,000.00 

15,112,500.00 

Convertible  Debentures,  due  1948  _„   

4% 

3,899,950.00 

2,413,050.00 

1,486,900.00 

Convertible  Investment  Certificates 

14,260,400.00 

9,967,100.00 

4,293,300.00 

Convertible  Debenture  Bonds,  due  1960  _ 

5 

7,465,540.00 

5,593,640.00 

1,871,900.00 

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A  — ..„.............._..........................  

5% 

331,640.00 

18,500.00 

313,140.00 

Series  B    ™__™. 

5 

825,670.00 

108,475.00 

717,195.00 

Series  C 

4V4 

200,430.00 

6,100.00 

194,330.00 

Series  D    

4 

290,370.00 

102,380.00 

187,990.00 

Income  Debentures,  due  1983   

5 

105,700.00 

9,000.00 

96,700.00 

Interest-Bearing  Scrip,  due  1937  and  1938- 

7 

864,292.17 

864,292.17 

Total      

$75,841,057.17 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Capital  stock  of  General  Gaa  &  Electric  Corporation  and 
Eastern  Utilities  Investing  Corporation 

Shares 
outstanding 

Shares  eliminated 
in  consolidation 

Shares  held 
by  puhlic 

General  Gas  &  Electric  Corporation  : 

|8.00  Cumulative  Preferred  -   

15,343.85 

12,130.5 

3,213.35 

§7  00  Curuuln.fci.ve  Preferred 

,266.9 

16,016.5 

6,250.4 

$6.00  Cumulative  Convertible  Preferred,  Series  A  and 

fi- 

616 

,804 

568,907 

4.91J 

,749 

2  694  327 

2,217,422 

Class  B" — ■Couunon 

3,047 

,000 

3,036,331 

10,669 

Eastern  Utilities  Investing  Corporation: 

Prior  Preferred — Cumulative  ($5.00)     

14 

,060 

13,979 

81 

$7.00  Preferred — Cumulative   -     

347 

^72 

Cfi  llfl    PrniWrf»rl  —  Onmi! Int i rr> 

9 

,391 

9,319 

Pnrf  ..-.puling    Pi-ef  prpticp 

23 

,402 

23,296 

106 

nooa  A — flirnirann 

69 

,445 

23,552 

45,893 

liate 

Shares 

Shares  eliminated 

Shares  held 

Preferred  stocks  of  other  subsidiary  companies 
.  r  el.r— .  -  

per  share 

outstanding 

in  consolidation 

by  public 

American  Utilities  Company— Cumulative  „  — 

*7 

.00 

12,947 

12,308 

639 

Broad  River  Power  Company — Cumulative  

7 

.00 

38,105 

36,174 

1,931 

Eastern  Shore  Public  Service  Company— Cumulative.  

6 

.50 

14,540 

14,540 

Eastern  Shore  Public  Service  Company— Cumulative.  

6 

.00 

20,18 

) 

20,185 

Empire  Gas  and  Electric  Company — Series  A — Cumulative 

6 

.00 

3,150 

1,766 

1,384 

Empire  Gas  and  Electric  Company — Series  C —  Cumulative 

7 

.00 

13,816 

7,713 

6,103 

Empire  Gas  and  Electric  Company — Series  1)-  -Cumulative 

6 

.00 

9,803 

7,564 

2,239 

Florida  Power  Corporation — Cumulative   -™   

3 

.50 

5,94 

0 

420 

5,520 

Florida  Power  Corporation — Cumulative      

7 

.00 

28,762 

— 

28,762 

Florida  Public  Service  Company — Cumulative.  —  

7 

.00 

21,652 

21,525 

127 

Georgia  Power  and  Light  Company — Cumulative  

6 

.00 

10,572 

— 

10,572 

Metropolitan  Edison  Company — Prior  Preferred  —  

7 

.00 

5,734 

— 

5,734 

Metropolitan  Edison  Company — Prior  Preferred   

e 

.00 

91,802 

267 

91,535 

Metropolitan  Edison  Company — Prior  Preferred  ™™ — 

5 

.00 

199 

51 

148 

Metropolitan  Edison  Company — Cumulative    „  

7 

.00 

11,518 

10,920 

598 

Metropolitan  Edison  Company — Cumulative™.....   ™_ 

e 

.00 

95,88 

6 

81,561 

14,325 

Metropolitan  Edison  Company — Cumulative    

s 

.00 

5,68 

6 

5,499 

187 

New  Jersey  Power  &  Light  Company — Cumulative—™— 

6 

.00 

33,060 

21,503 

11,557 

New  Jersey  Power  &  Light  Company — Cumulative  ™~ 

E 

.00 

1.041 

1,023 

18 

New  York  Central  Electric  Corporation — Cumulative  

; 

.00 

46,68 

1 

35,078 

11,603 

NY  1'A  NJ  Utilities  Company  -Non-Cumulative  

3.00 

6,138.2 

64.4 

6,073.8 

Oliio-Midiand  Light  and  Power  Company — Cumulative — 

.00 

1.978.C 

1,874.37 

104.23 

Penn  Central  Light  and  Power  Company — Cumulative — 

5.00 

123,48 

6 

42 

123,424 

Penn  Central  Light  and  Power  Company — Cumulative — 

s 

.80 

84,029 

60 

83,969 

Rochester  Gas  and  Electric  Corp.— Cumulative — Series  B 

.00 

40,000 

12,919 

27,081 

Rochester  Gas  and  Electric  Corp.— Cumulative — Series  C 

e 

.00 

27,000 

12,667 

14,333 

Rochester  Gas  and  Electric  Corp. — Cumulative— Series  D 

e 

.00 

171,871 

31,639 

140,232 

Tide  Water  Power  Company— Cumulative  

c 

.00 

23,8f 

8 

23,858 

Virginia  Public  Service  Company— Cumulative  

7.00 

40,440 

40,440 

Virginia  Public  Service  Company — Cumulative  

( 

.00 

53,779 

53,779 

Common  and  participating  stocks  of  other  subsidiary  companies 

Shares 
outstanding: 

Shares  eliminated 
in  consolidation 

Shares  held 
hy  public 

American  Utilities  Company     

87,441 
44,530 

3,778.6 
20,000 
115,789 

5,000 

87,109 
39,794.8 

3,596.27 
19,996 
115,750 

4,655 

332 
4,735.2 
182.33 
4 
39 
345 

The  Clarion  River  Power  Company — Participating  

Ohio-Midland  Light  and  Power  Company — Class  A    - 

Reading  Traction  Company  ....    _     

Tide  Water  Power  Oninrainv  

West  Virginia  Light,  Heat  and  Power  Company   

 I 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Amount 

Amount 

Funded  debt  of  Associated  Gas  and  Electric  Corporation 

Interest 

Amount 

eliminated 

held 

rate  % 

outstanding 

in  consolidation 

by  public 

Bonds   due  1 f'4Q   „_,.    _ 

g 

$    9  297  300.00 

$  159,830.00 

$  9,137,470.00 

Convertible.  Debentures,  due  1973  

5Va 

3^5  S3  ,7  00. 00 

20460.00 

3,563,250.00 

Convertible  Debentures,  due  1973  ™_™  

24,934,050.00 

973,580.00 

23,960,470.00 

Convertiblo  Debentures,  duo  1973  

4^ 

18,309,550.00 

182,670.00 

18,126,880.00 

Convertible  Debentures,  due  1973  

4 

1,666,750.00 

23,650.00 

1,643,100.00 

Income  Debentures,  due  1978...-  

4% 

7,934,430.00 

48,300.00 

7,886,130.00 

Income  Debentures,  due  1978  —  -  

4 

48,074,590.00 

228,815.00 

47,845,775.00 

Income  Debentures,  due  1978  

3% 

22.97S.900.00 

220,970.00 

22,757,930.00 

Tncomfl  Debenture*,   rlne  IQ7K 

3% 

8,999,990.00 

43,000.00 

8,956,900.00 

Total    

$143,877,995.00 

Amount 

Amount 

Funded  debt  of  otber  subsidiary  companies 

Interest 

Amount 

eliminated 

held 

rale  % 

outstanding 

in  consolidation 

by  public 

Associated  Electric  Company: 

Bonds,  due  1953  

4y2 

$  30,000,000.00 

$  2,356,800.00 

$  27,643,200.00 

Bonds,  due  1961    _  

5 

35,000,000.00 

266,000.00 

34,734,000.00 

Binghamton  Light,  Heat  &  Power  Co.: 

First  Refunding  Mortgage,  due  1946    

5 

6,971,000.00 

2,000.00 

6,969,000.00 

Broad  River  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1954  

5 

8,181,400.00 

4,465,900.00 

3,715,500.00 

Canadea  Power  Corporation: 

First  Mortgage,  due  195S   -   _    

5 

2,000,000.00 

— 

2,000,000.00 

COLUMBIA  Railway,  Gas  and  Electkic  Company: 

First.  Mnrtf^ar/o  RinVinp'  Fnnrl,  rlnn  lQ^tfi 

5 

1,225,000.00 

4,000.00 

1,221,000.00 

Eastern  Power  Company: 

Collateral  Note,  due  1941-1945™     

5 

3,350,000.00 

— 

3,350,000.00 

Eastern  Shore  Public  Service  Company: 

First  Mortgage  and  First  Lien,  Seriea  A,  due  1!)47__ 

5^ 

4,800,000.00 

— 

4,800,000.00 

First  Mortgage  and  First  Lien,  Series  B,  due  1955  

5 

2,250,000.00 

2,250,000.00 

Elmira  Water,  Light  and  Railroad  Company: 

First  Consolidated  Mortgage,  due  1956   ..  ._  

5 

5,000,000.00 

75.000.00 

4,025,000.00 

Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  1952.. 

6 

1,860,000.00 

54,000.00 

1.S06.000.00 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

Joint  First  and  Refunding  Mortgage,  due  1941  _ 

5 

2,669,000.00 

4S.0O0.0O 

2,621,000.00 

Erie  Lighting  Company: 

5 

4,814,500.00 

17,000.00 

4,797,500.00 

Florida  Powek  Corporation: 

First  Mortgage,  Series  A,  due  1979   „  „  

5% 

9,000,000.00 

— 

9,000,000.00 

First  Mortgage,  Series  B,  due  1956   _  

5^ 

2,000,000.00 

2,000,000.00 

Florida  Public  Service  Company: 

First  Mortgage,  Series  C,  duo  1955    

4 

6,000,000.00 

014,700.00 

5,085,300.00 

General  Gas  &  Electric  Corporation: 

Notes,  due  1936  and  1937           .....   .  ..   

5 

033,250.00 

374,825.00 

558,425.00 

Interest-Bearing  Scrip,  due  1937  and  1938.  _ 

7 

855,584.24 

855,584.24 

General  Utility  Investors  Corporation: 

Secured  Notes,  due  1937-1938    ..    _  

4 

1,500,000.00 

1,500,000.00 

Georgia  Power  and  Light  Company: 

First  Mortgage,  due  1978    

5 

3,140,000.00 

3,140,000.00 

Indiana  Gas  Utilities  Company: 

First  Mortgage,  due  1946  _     ........ 

815,000.00 

88,000.00 

727,000.00 

Lexington  Water  Power  Company: 

First.  Mnrtpnp-o,   fine  lOfiR 

5 

11,641,900.00 

3,083,200.00 

8,558,700.00 

Lockport  Light,  Heat  and  Power  Company: 

First  Mortgage,  Series  A,  due  1954   

1,218,000.00 

143,000.00 

1,075,000.00 

Long  Island  Water  Corporation: 

First  Mortgage,  due  1955   — 

sy2 

2,144,000.00 

70,000.00 

2,074,000.00 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

First  Lien  and  Collateral  Trust,  due  1953  

2,283,000.00 

1,618,000.00 

665,000.00 
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and  Subsidiary  Companies 
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Amount 

Amount 

Funded  debt  of  other  subsidiary  companies 

[nterest 

Amount 

eliminated 

held 

outstanding 

in  consolidation 

by  public 

The  Maryland  Light  and  Potter  Company: 

First  Mortgage,  Series  A,  due  1950.......   

5}4 

J  1,249,000.00 

$  157,000.00 

$  1,092,000.00 

Metropolitan  Edison  Company: 

First  Mortgage,  Series  D,  due  19(38   „  .  

4% 

22,830,500.00 

136,000.00 

22,694,500.00 

First  Mortgage,  Series  E,  due  1971   _  

4 

4,684,000.00 

3,000.00 

4,681,000.00 

"First  Mnrtpn.irp,    Rfripq  fi,  due  1  t)fi.^ 

4 

11,710,900.00 

11,710,900.00 

The  Metropolitan  Edison  Corporation: 

Secured  Consolidated  Refunding,  due  1961  _  

6 

1,929,400.00 

1,383,100.00 

546,300.00 

New  Jersey  Power  &  Light  Company: 

First  Mortgage,  due  I960  _    

4% 

13,920,000.00 

63,200.00 

13,856,800.00 

New  York  Central  Electric  Corporation: 

First  Mortgage,  due  1950  .._  „  _  

5% 

3,284,500.00 

203,500.00 

3,081,000.00 

First  Mortgage,  due  1952  _    

5 

1,153,000.00 

441,000.00 

712,000.00 

New  Yore  State  Electric  &  Gas  Corporation: 

First  Mortgage,  due  1962  _  _     

5% 
6 

3,445,000.00 

24,000.00 

3,421,000.00 

First  Mortgage,  due  1952  „   

361,000.00 

39,000.00 

322,000.00 

First  Mortgage,  duo  198(1   

4% 

17,094,500.00 

4,408,700.00 

12,685,800.00 

First  Mnrfgn.ge,  dun  lOfSrt   

4% 

3,490,000.00 

542,500.00 

2,947,500.00 

Newport   News   and   Hampton   Railway,   Gas  and 

Electric  Company: 

First  and  Refunding  Mortgage,  due  1944  

5 

3,779,500.00 

— 

3,779,500.00 

Newport  News  &  Old  Point  Railway  &  Electric  Co.: 

First  Mortgage,  due  1938  „  , 

5 

885,000.00 

— 

885,000.00 

Northern  Pennsylvania  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1956  

o 

1,369,900.00 

26,000.00 

1,343,900.00 

First  and  Refunding  Mortgage,  due  1962  _ 

5 

2,089,600.00 

708,000.00 

1,381,600.00 

The  Parr  Shoals  Power  Company: 

First  Mortgage  Sinking  Fund,  due  1952  

5 

1,959,000.00 

27,000.00 

1,932,000.00 

Penn  Central  Light  and  Power  Company: 

First  Mortgage,  due  1979  „  _   

5 

2,175,000.00 

— 

2,175,000.00 

First  Mortgage,  due  1977  _  „    

4% 

25,700,000.00 

— 

25,700,000.00 

Penn  Public  Service  Corporation: 

First  and  Refunding  Mortgage,  Series  C,  due  1947.  

0 

4,549,000.00 

20,000.00 

4,529,000.00 

First  and  Refunding  Mortgage,  Series  D,  due  1954  

5 

2,435,000.00 

91,000.00 

2,344,000.00 

Pennsylvania  Electric  Company: 

First  and  Refunding  Mortgage,  Series  H,  due  1962 

5 

17,313,500.00 

5,627,300.00 

11,686,200.00 

First  and  Refunding  Mortgage,  Series  F,  due  1971...._ 

4 

6,657,000.00 

149,000.00 

6,508,000.00 

Richmond  Light  &  Railroad  Company: 

First  and  Collateral  Trust,  due  1952  

4 

1,000,000.00 

11,000.00 

989,000.00 

Rochester  Gas  and  Electric  Corporation: 

General  Mortgage,  Series  D,  due  1977  

4% 

6,000,000.00 

— 

6,000,000.00 

General  Mortgage,  Series  E,  due  1962  _ 

5 

8,323,000.00 

— 

8,323,000.00 

General  Mortgage,  Series  F,  due  1960  

4 

4,152,000.00 

— 

4,152,000.00 

Rochester  Railway  and  Light  Company: 

Consolidated  Mortgage,  due  1954  -  _  

5 

10,803,000.00 

100.00 

10,802,900.00 

The  Scioto  Valley  Railway  and  Power  Company: 

First  Mortgage,  due  1943  -  

6 

1,051,000.00 

35,500.00 

1,015,500.00 

Southside  Virginia  Power  Company: 

First  Mortgage,  Series  A,  due  1956     _. 

5 

2,000,000.00 

2,000,000.00 

Tide  Water  Power  Company: 

First  Mortgage,  Series  A,  due  1979.   „  - 

5 

6,261,500.00 

6,261,500.00 

Virginia  Public  Service  Company: 

First  Mortgage  and  Refunding,  Series  A,  due  1946  

»y2 

14,651,000.00 

14,651,000.00 

First  Mortgage  and  Refunding,  Series  E,  due  1950  

5 

7,500,000.00 

7,500,000.00 

First  Mortgage  and  Refunding,  Series  C,  due  1952.  

6 

3,000,000.00 

3,000,000.00 

Sinking  Fund  Debentures,  due  1946    

6 

3,761,500.00 

3,761,500.00 

York  Haven  Water  and  Power  Company: 

Bonds,  due  1951.™  _    _..   

5 

1,247,500.00 

2,000.00 

1,245,500.00 

Miscellaneous             . 

6,075,956.32 

Total   _  _    ... 

$351,864,065.56 

Page  twenty-five 


Associated  Gas  and  Electric  Company 
TRUSTEES,  PAYING  AGENTS,  REGISTRARS  AND  TRANSFER  AGENTS 


Capital  Stock  and  Obligations  Convertible  into  Stock  at  Company's  Option 


(see  reference  below) 


Preferred— all  series  

Preference — all  series    

Class  A     

Class  B   

Common  

Optional  Stock  Purchase  Warrants.™ 
Common  Stock  Purchase  RightB.   


Convertible  Obligations,  Series  A  and  Series  E.... 


1 
1 

1-10 
3 

1-10 
1 


Funded  Debt 


( see  reference  below ) 


Debentures,  due  1983    

Convertible  Debentures,  due  1977  

Debenture  Bonds,  Consolidated  Refunding: 
Series  due  1968   _..   


Series  due  195S.... 


Convertible  Debentures,  due  1950...™. 

Convertible  Debentures,  due  1949  

Convertible  Debentures,  due  1948  

Convertible  Investment  Certificates... 


Convertible  Debenture  Bonds,  due  1965  

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A  ,  ,   

Series  B  

Series  C   ™_   

Series  D  


Income  Debentures,  due  1983.... 


4% 
5 

4% 

5 

5 


Interest-Bearing  Scrip,  due  1937  and  1938.... 


M&S-15 
F&A-l 

A&O-l 

M&N-l 

F&A-l 

J&J-15 

M&S-l 

M&N  15* 

M&N-15 

F&A-l 
M&S-l 
M&N-l 
M&S-l  5 
A&O-l 

i 


7 
It 


*  Registered  PMAN-15. 

t  Transfer  agent. 

t  Interest  payable  at  maturity. 


REFERENCE 


1  Transfer  and  Coupon  Paying  Agency,  61  Broadway, 

New  York 

2  Securities  Registration  Agency,  61  Broadway, 

New  York 

3  The  Company,  Ithaca,  N.  Y. 

4  The  Chase  National  Bank  of  the  City  of  New  York 

5  Guaranty  Trust  Company  of  New  York 


6  Irving  Trust  Company,  New  York 

7  The  New  York  Trust  Company,  New  York 

8  The  Public  National  Bank  and  Trust  Company  of 

New  York 

9  The  First  National  Bank  of  Boston  (Mass.) 
10    State  Street  Trust  Company,  Boston,  Mass. 
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Geographical  Distribution  of  Registered  and  Coupon  Security  Holders 

of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
and 

ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
As  of  July,  1936 


Associated 

Gas 
and  Electric 
Company 

Associated 

Gas 
and  Electric 
Corporation 

Alabama   

109 

84 

Arizona   

57 

20 

Arkansas   

227 

247 

California   

6,900 

4,771 

Colorado   

958 

263 

Connecticut  

2,305 

662 

Delaware   

268 

186 

District  of  Columbia  

637 

281 

Florida   

995 

757 

Georgia  ..  

372 

99 

Idaho  

59 

36 

Illinois  -  

8,811 

4,088 

Indiana   

991 

910 

Iowa  

612 

739 

Kansas  

113 

148 

Kentucky   

2,236 

1,125 

Louisiana   

413 

845 

Maine  

1,208 

750 

Maryland   

1,397 

722 

Massachusetts   

9,937 

4,840 

Michigan   

1,408 

1,298 

Minnesota   

1,357 

623 

Mississippi   

44 

30 

Missouri   

1,123 

1,190 

Montana   

127 

89 

Nebraska   

398 

365 

Associated  Associated 

Gas  Gas 

and  Electric  and  Elcctrio 

Company  Corporation 


Nevada   

38 

16 

New  Hampshire   

1,895 

335 

New  Jersey  

7.326 

3,443 

New  Mexico   

34 

23 

New  York  

58,317 

o a  o on 

^4,337 

North  Carolina   

67 

50 

Ohio   

1,500 

1,063 

Oklahoma   

308 

167 

Oregon  

392 

300 

Pennsylvania   

34,844 

16,625 

Rhode  Island   

1  780 

448 

South  Carolina   -  

632 

478 

South  Dakota   

538 

152 

Tennessee   

707 

427 

Texas   

940 

539 

Utah  

167 

24 

Vermont   ..  

307 

157 

Virginia  

440 

152 

"Washington   

1,641 

424 

West  Virginia   

263 

S9 

Wisconsin   

2,120 

2,020 

Wyoming   

105 

24 

Total  United  States  

157,648 

76,525 

U.  S.  Possessions 

and  Foreign  

13,200 

3,332 

Grand  Total   

170,848 

79,857 
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ANNUAL  REPORT 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1936 


Associated  Gas  and  Electric  Company 


Officers 


J.  I.  MANGE  Chairman  and  President 

S.  J.  MAGEE  Vice-President  and  General  Manager 

F.  S.  BUBBOUGHS  Vice-President 

H.  G.  BOTNTON  Vice-President 

F.  P.  CUMMINGS  Consulting  Vice-President 

0.  A.  DOUGHERTY  Vice-President  and  Secretary 

0.  E.  WASSEE  Vice-President  and  Treasurer 


Directors 

HENRY  R.  HAYES 
SANFOED  J.  MAGEE 
JOHN  L  MANGE 
WILLIAM  A.  PEENDERGAST 


GARRETT  A.  BEOWNBACK 
FREDEEICK  S.  BURROUGHS 
FRANCIS  P.  CUMMINGS 
HENEY  C.  HASBROUCK 


PRINCIPAL  OFFICE    ....    Ithaca,  New  York 


Neither  this  report,  nor  any  statement  contained  herein,  is  furnished  in  connection 
with  any  offering  of  securities  or  for  the  purpose  of  promoting  or  influencing  the 
sale  or  purchase  of  securities. 


Associated  Gas  and  Electric  Company 

ANNUAL  REPORT 

For  the  Year  Ended  December  31,  1936 

a  ssooiated  Gas  and  Electeic  Company  benefited  from  the  substantial  progress 
"  made  by  its  subsidiaries  during  the  year  in  several  phases  of  their  business. 
Electric  and  gas  output  of  the  subsidiaries  reached  new  high  levels,  and  revenues 
showed  encouraging  increases.  Serious  legal  matters  were  settled.  Exchanges 
under  the  Plan  of  Rearrangement  of  Debt  Capitalization,  which  was  inaugurated 
in  1933,  now  amount  to  more  than  $200,000,000.  Eurther  progress  was  made  in 
simplifying  the  corporate  structure  and  in  assimilating  new  properties  acquired 
in  1935. 

Progress  in  these  matters  does  not  clear  away  all  the  perplexities  of  the  future, 
however.  Taxes  continue  to  increase  at  a  faster  rate  than  operating  revenues. 
Constitutionality  of  the  Public  Utility  Act  of  1935  (Wheeler-Bayburn  Bill)  has  not 
been  determined,  and  this  uncertainty  casts  a  shadow  on  the  future  of  the  industry. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 

(Including  acquired  properties  only  since  dates  of  acquisition) 


Years  ended 

December  31 

Increase 

1936 

1935 

Amount 

% 

Gross  Operating  Revenues   —  —  — 

Operating  Expenses  and  Maintenance   

$115,810,346.46 
59,161,101.23 

$93,215,717.33 
48,319,901.56 

$22,594,629.13 
10,841,199.67 

24.2 
22.4 

Balance*  Before  Taxes  and  Provision  for  Retirements...  

Taxes   .   —  —  —    

%  56,649,245.23 
12,508,493.98 

544,895,815.77 
9,799,411.27 

$11,753,429.46 
2,709,082.71 

26.2 
27.6 

Balance  Before  Provision  for  Retirements —  —   

Provision  for  Retirements   -    -  

$  44,140,751.25 
9,311,349.05 

$35,096,404.50 
8,081,815.82 

$  9,044,346.75 
1,229,533.23 

25.8 
15.2 

Operating  Income   -  —  

Other  Income  -  —      _   

$  34,829,402.20 
1,765,460.79 

$27,014,588.68 
1,690,741.98 

$  7,814,813.52 
74,718.81 

28.9 
4.4 

Gross  Income        

*  36,594,S62.99 

$28,705,330.66 

$  7,889,532.33 

27.5 

Fixed  Deductions  from  Income: 

Subsidiary  Companies: 

Operating  Utility  and  Group  Companies  

Associated  Gas  and  Electric  Corporation  .  

Associated  Gas  and  Electric  Company   

t  24,769,310.40 
6,057,060.46 
3,435,418.50 

$18,164,520.63 
5,833,956.61 
4,398,040.41 

$  6,604,789.77 
223,103.85 
962,621.91* 

36.4 
3.S 
21.9' 

Total  Fixed  Deductions  from  Income-  

$  34,261,789.36 

$28,396,517.65 

$  5,865,271.71 

20.7 

Balance        ........_™.  ,  

$  2,333,073.63 

$  308,813.01 

$  2,024,260.62 

655.5 

*  Decrease. 

The  above  statement  excludes  in  both  years  expenses  in  connection  with  the  Plan  of  Rearrangement  of  Debt  Capitaliza- 
tion of  Associated  Gas  and  Electric  Company  amounting  to  $799,140.66  in  1936  and  $1,150,273.86  in  1935,  which 
were  charged  to  corporate  surplus.  It  also  excludes  extraordinary  non-recurring  expenses  in  connection  with  various 
investigations,  legal  cases,  etc.  amounting  to  §1,034,985.76  in  1936  and  $1,810,245.90  in  1935,  such  amounts  being  charged 
to  operating  or  non-operating  expenses  by  subsidiaries  but  to  corporate  surplus  in  consolidated  statements.  The  state- 
ment for  the  year  ended  December  31,  1935  also  excludes  $429,856.38  deductions  of  subsidiaries  dependent  upon  income 
from  Associated  Gas  and  Electric  Company. 

A  non-utility  subsidiary,  Utilities  Employees  Securities  Company,  and  its  subsidiary,  not  previously  included  in  con- 
solidated statements,  are  included  above  for  the  year  1936,  but  not  for  the  year  1935.  The  consolidated  net  income 
for  the  year  1936  attributable  to  these  subsidiaries  was  $951,484.64. 
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OPERATING  REVENUE 


193!  1933  1934  1935  1936 


RESULTS  OF  OPERATIONS 

(Since  Acquisition  Basis) 

Total  operating  revenues  were  $115,810,346.46, 
which  is  $22,594,629.13,  or  24.2%  higher  than  the 
$93,215,717.33  for  1935.  Most  of  this  increase 
came  from  greater  electric  revenues,  which  at 
$92,767,745.36  were  $19,576,814.11  more  than  in 
the  year  before. 

Operating  expenses  and  maintenance  (not  in- 
eluding  non-recurring  expenses  excluded  from  the 
statement  of  consolidated  income)  also  increased, 
rising  to  $59,161,101.23  from  $48,319,901.56,  an 
increase  of  $10,841,199.67.  Another  large  increase 
was  in  taxes,  which  stood  at  $12,508,493.98,  or 
$2,709,082.71  higher  than  in  1935.  Operating 
income  was  $34,829,402.20,  or  $7,814,813.52 
greater  than  in  1935. 

These  figures  are  on  the  "Since  Acquisition" 
basis,  which  includes  the  operations  of  acquired 
properties  only  since  dates  of  acquisition.  An  im- 
portant group  of  properties  was  acquired  in  the 
latter  part  of  1935,  and  additional  properties  were 
added  in  the  latter  part  of  1936. 

(Earning  Power  Basis) 

The  "Earning  Power"  statement  below  includes 
for  the  full  periods  the  operations  of  all  subsidi- 
aries, irrespective  of  dates  of  acquisition.  Com- 
parison is  made  of  the  years  ended  December  31. 
1936  and  1935,  as  well  as  the  latest  period  avail- 
able ( the  twelve  months  ended  September  30,  1937 
and  1936).  Non -recurring  expenses  are  also  ex- 
cluded from  this  "Earning  Power"  statement. 


This  statement  shows  that  while  the  rate  of 
increase  in  operating  revenues  was  about  the  same 
in  the  twelve-months'  periods  ending  September 
1937  and  December  1936,  the  rate  of  increase  in 
taxes  was  greater  and  provision  for  retirements 
was  larger,  resulting  in  a  decrease  in  operating 
income.  It  is  notable  that  whereas  the  increase  in 
taxes  during  the  twelve-months  ended  December 
1936  was  10.5%,  it  was  33.6%  for  the  twelve 
months  ended  September  1937. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 

(Including  acquired  properties  for  entire  period — irrespective  of  dates  of  acquisition) 


Twelve  months  ended  September  30      Twelve  months  ended  Dec.  31 


Operating  Revenues : 

Electric   —  .  

Gas   _~   

Transportation  ~—   -  

Heating  

Water     „  

Tot:il  Gross  Operating  Revenues   

Operating  Expenses  and  Maintenance  

Balance  Before  Taxes  and  Provision  for  Retirements... 
Taxes    

Balance  Before  Provision  for  Retirements  „ 

Provision  for  Retirements  _  _ 


Operating  Income  . 


4100,035,948 
13,462,098 
6,258,019 
1,598,303 
1,299,370 
1,287,635 

$  92,11S,518 
13,165,696 
5,717,535 
1,607,392 
1,278,561 
1,216,259 

*  94,634,924 
13,466,889 
5,847,847 
1,650,834 
1,289,850 
1,229,141 

$  88,160,822 
12,694,527 
5,355,079 
1,548,606 
1,220,980 
1,198,607 

$123,939,373 
62,639,463 

$115,103,961 
59,014,830 

$118,119,485 
60,158,102 

$110,178,621 
55,538,754 

t  61,299,910 
15,462,229 

I  56,089,131 
11,575,702 

$  57,961,383 
12,880,657 

$  54,639,867 
11,657,956 

$  45,837,681 
11,144,671 

*  44,513,429 
8,671,641 

$  45,080,726 
9,534,899 

$  42,981,911 
9,511,117 

$  34,693,010 

$  35,841,788 

*  35,545,827 

$  33,470,794 
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Summary  of  Operations 


Number  of  electric  customers... 


Number  of  customers  using  gas,  water  and  steam 

Gross  operating  revenues     -  

Operating 


Total  electric  output  in  units  (kwh.)  net™ 
Total  gas  sendout  in  units  (m.cf.)™ 


Units  of  electricity  (kwh.)  sold  per  residential  customer™. 

Units  of  gas  (m.cf.)  sold  per  residential  customer  

Estimated  annual  revenue  resulting  from  New  I 


1936 

1935 

%  Increase 

1,225,660 

1,172,093 

4.0 

359,853 

351,204 

2.5 

$118,119,485 

$110,178,021 

7.2 

$35,545,827 

$33,470,794 

6.2 

4,11)5,539,675 

3,742,788,240 

12.1 

10,930,266 

15,681,181 

8.0 

644 

590 

9.2 

33.3 

31.7 

5.0 

$8,540,440 

♦7,536,027 

13.3 

Output  of  electricity  during  1936  was  4,195,- 
539,675  units  (kwh.),  which  is  an  increase  of 
452,751,435  units  or  12%  above  the  previous  year. 
Gas  sendout  was  16,930,266,500  cubic  feet,  or  8% 
higher  than  in  1935. 

The  Company  paid  $9,953,638.70  representing 
three  and  one-half  years'  interest  on  Convertible 
Obligations  held  by  the  public.  These  payments 
were  made  in  the  form  of  scrip  in  lieu  of  cash, 
and  eliminated  all  arrears  against  the  obligations. 

NEW  BUSINESS 

The  new  business  activities  of  the  Associated 
System  are  coordinated  by  the  New  Business 
Department  of  the  mutualized  service  company. 

The  Industrial  Development  Division  of  the 
New  Business  Department  cooperated  with  the 
local  operating  companies  and  community  organi- 
zations in  helping  262  industrial  concerns  find 
sites  and  locate  in  Associated  areas.  This  activity 
resulted  in  the  employment  of  10,923  wage  earners 
and  the  contracting  of  $509,709  in  estimated 
annual  gas  and  electric  requirements.  Loss  by 
removal  or  failure  of  certain  concerns  offset  this 
gain  to  some  extent,  so  that  the  net  gain  was 
$306,077  in  estimated  revenues  from  manu- 
facturers. 

The  estimated  use  by  customers  of  load-building 
home  appliances  and  other  equipment  sold  during 
the  year  by  subsidiaries  and  dealers  with  the  co- 
operation of  the  New  Business  Department  should 
add,  on  the  basis  of  present  rates,  about  $8,540,440 
annually  to  operating  revenues.  This  is  13.3% 
more  than  was  secured  in  1935.  Some  of  this, 
of  course,  will  be  offset  by  losses  from  discon- 
tinuance of  services  through  removals  and  other 
causes.  It  is  estimated  this  new  revenue  will 
come  from  the  following  sources:  domestic, 
including  gas  house  heating,  $4,340,124;  com- 
mercial, $2,286,500;  industrial,  $1,913,816.  Among 
the  major  appliances  sold  were  82.585  automatic 
refrigerators,  33,078  electric  and  gas  ranges, 
16,569  automatic  water  heaters,  and  37,820  wash- 
ing machines. 


PAY  ROLL  IS  11%  HIGHER 

During  the  year  there  was  an  increase  of  11% 
in  the  amount  of  pay  roll  for  both  regular  and 
temporary  employees.  Pay  roll  and  average  num- 
ber of  employees  for  the  years  1936  and  1935  were 
as  follows: 

Total  Regular  Temporary 

Pay  Roll       Employees  Employees 

1936  $32,764,287         19,590  2,142 

1933  _   29,550,701        19,006  1,956 

SUIT  TO  REORGANIZE  COMPANY  DISMISSED 

The  proceeding  against  Associated  Gas  and 
Electric  Company  for  involuntary  reorganization 
under  Section  77-B  of  the  Bankruptcy  Act  was 
dismissed  January  11,  1937  with  the  consent  of 
all  parties. 

A  stipulation  was  made  between  the  parties  to 
the  suit  which  contemplates,  among  other  things, 
further  simplification  of  the  Associated  System. 
That  process  has  now  been  under  way  for  some 
time.  In  further  compliance  with  provisions  of 
the  stipulation  Messrs.  "William  A.  Prendergast, 
formerly  Chairman  of  the  New  York  Public  Ser- 
vice Commission,  Henry  R.  Hayes,  former  Presi- 
dent of  the  Investment  Bankers  Association  of 
America,  and  Francis  P.  Cummings,  a  former 
Vice-President  of  Commonwealth  and  Southern 
Corporation,  were  elected  on  November  17,  1936 
to  the  Board  of  Associated  Gas  and  Electric  Com- 
pany and  on  November  18,  1936,  to  the  Board  of 
Associated  Gas  and  Electric  Corporation,  its 
immediate  subsidiary.  In  addition,  Mr.  Cummings 
has  become  consulting  Vice-President  of  Asso- 
ciated Gas  and  Electric  Company  and  a  member 
of  its  executive  committee. 

Inasmuch  as  they  did  not  become  Directors 
until  practically  the  close  of  1936,  it  is  but  proper 
to  point  out  that  many  of  the  matters  mentioned 
in  this  report  were  acted  upon  prior  to  their  elec- 
tion to  the  Board. 
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LIBEL  SUITS 

In  the  suits  brought  in  the  Superior  Court  for 
Suffolk  County,  in  Massachusetts,  by  Associated 
Gas  and  Electric  Company  against  Atlantic 
Monthly  Company  and  Atlantic  Monthly  Press, 
Inc.,  for  libel  by  publishing  in  the  Atlantic 
Monthly  for  July,  1933  an  article  by  N.  R. 
Danielian  entitled  "Gas:  A  Study  in  Expansion", 
final  judgments  in  favor  of  Associated  Gas  and 
Electric  Company  were  entered  July  22,  1937, 
upon  the  filing  of  formal  agreements  therefor. 

Suits  brought  by  Associated  Gas  and  Electric 
Company  against  the  New  Republic  and  the 
Survey  Graphic  for  libel  are  still  pending. 

159,350  SECURITY  HOLDERS 

Registered  and  coupon  security  holders  of  Asso- 
ciated Gas  and  Electric  Company  totaled 
159,350  in  June,  1937.  These  holders  are  found  in 
every  State.  New  York  leads  with  54,393,  followed 
by  Pennsylvania  with  32,499  holders ;  Massachu- 
setts, 9,268;  Illinois,  8,218;  New  Jersey,  6,834; 
California,  6,436.  There  are  884  in  U.  S.  Posses- 
sions, and  11,428  in  other  countries,  a  large  number 
of  whom  are  in  Holland. 


MANAGEMENT 

Subject  to  the  control  of  the  Boards  of  Directors 
of  the  companies,  The  Utility  Management  Corpo- 
ration acts  as  operating  advisers  and  assistants 
and  the  E.  M.  Gilbert  Engineering'  Corporation 
acts  as  engineering  and  construction  consultants. 
These  companies  and  the  purchasing  company  of 
the  Associated  Gas  &  Electric  System  are  owned 
by  Utilities  Mutual  Management  Association. 
Inc.  A  majority  of  the  operating  subsidiaries  of 
Associated  Gas  and  Electric  Company  are 
stockholders  of  Utilities  Mutual  Management 
Association,  Inc.  All  such  services  are  rendered 
on  a  mutualized  basis. 

Certain  specialized  services  dealing  with  ac- 
counting, finance,  taxation,  and  corporate  admin- 
istration are  furnished  under  arrangements  with 
Utility  Accountants  and  Tax  Consultants  and 
a  group  of  organizations  performing  related  serv- 
ices which  are  not  owned  by  Utilities  Mutual  Man- 
agement Association,  Inc.  nor  otherwise  mutual- 
ized as  a  part  of  the  Associated  Gas  &  Electric 
System.  As  an  incident  to  the  performance  of 
such  services  a  number  of  employees  of  these 
organizations  act  as  officers  and  directors  of 
System  companies. 
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PUBLIC  UTILITY  ACT 


No  changes  have  occurred  during  the  year  in 
the  position  of  the  Company  in  regard  to  com- 
pliance with  the  Public  Utility  Act  of  1935  (the 
Wheeler-Rayburn  Bill). 

The  Company  did  not  register  under  the  Act, 
but  joined  with  several  of  its  subsidiaries  as  plain- 
tiffs in  a  suit  in  equity  in  the  District  Court  of  the 
United  States  for  the  District  of  Delaware,  asking 
that  the  Act  be  adjudged  to  be  unconstitutional. 
Most  of  the  other  important  utility  holding  com- 
panies of  the  country  also  brought  such  suits. 
The  Government,  on  the  other  hand,  brought  suit 
against  the  Electric  Bond  and  Share  Company 
and  its  affiliated  holding  companies  to  compel 
registration. 

Judge  Julian  "W.  Mack,  sitting  in  the  United 
States  District  Court  for  the  Southern  District  of 
New  York,  conducted  hearings  in  the  ease  against 
the  Electric  Bond  and  Share  Company  and  early 
in  1937  adjudged  the  Act  constitutional  in  so  far 
as  it  required  registration  of  holding  companies. 
This  decision  has  been  appealed.  Soon  after  Judge 
Mack's  decision  a  few  holding  company  systems 
decided  to  register,  but  the  great  majority,  includ- 
ing the  Associated  Gas  and  Electric  Company, 
have  not  done  so. 

The  uncertainty  regarding  the  constitutionality 
of  the  Public  Utility  Holding  Company  Act  is  one 
of  the  important  factors  which  makes  financing 
through  the  sale  of  securities  of  holding  companies 
at  present  out  of  the  question.  Moreover,  the  Act 
if  upheld,  will  impose  upon  holding  company 
financing  the  expense  of  complying  with  its  re- 
quirements and  delays  incident  to  receiving  regu- 
latory consents  of  the  Securities  and  Exchange 
Commission.  The  Act  itself  makes  exceedingly 
difficult  through  limitations  on  types  of  securities 
and  wide  discretionary  powers  vested  in  the  Com- 
mission, any  financing  by  a  holding  company  ex- 
cept for  the  refunding  of  its  existing  securities. 

Furthermore,  increasing  regulatory  restrictions 
are  being  placed  by  a  large  number  of  States  on 
sales  of  securities  by  operating  subsidiaries.  With 
the  knowledge  that  after  the  necessary  approvals 
of  State  Commissions  to  an  issue  of  securities  have 
been  obtained,  it  is  necessary  to  sell  them  privately 
or  register  them  under  the  National  Securities 
Act,  it  becomes  obvious  that  public  utility  financ- 
ing has  been  so  encumbered  with  increased  and 
over-lapping  regulation  that  such  operations,  no 
matter  how  desirable  or  beneficial,  are  seriously 
interfered  with,  if  not  actually  prevented,  in  view 
of  the  fact  that  the  time  element  is  generally  a 
controlling  factor. 


TAXES 


TAX  ASSESSMENTS 

Regarding  the  jeopardy  assessments  made  by 
the  Federal  Government  in  December,  1935  for 
alleged  back  taxes  (the  particulars  of  which  are 
given  in  the  note  to  the  consolidated  balance  sheet 
on  page  twenty-six),  active  preparations  have 
been  made  to  contest  these  taxes  in  their  entirety 
before  the  U.  S.  Board  of  Tax  Appeals.  The 
Company  has  been  advised  by  eminent  tax  attor- 
neys that  no  tax  is  due. 

The  existence  of  these  unwarranted  tax  claims 
has  hindered  the  saving  of  interest  charges  by  the 
refunding  of  many  securities  of  operating  subsid- 
iaries, and  the  financing  of  a  very  substantial 
program  of  new  construction,  which  would,  provide 
employment  and  be  of  advantage  to  the  com- 
munities served. 

As  security  holders  have  previously  been  ad- 
vised, the  assertion  of  these  claims  was  followed 
by  a  suit  filed  in  the  United  States  District  Court 
for  the  Northern  District  of  New  York,  seeking 
foreclosure  of  liens  for  the  alleged  tax  claims  and 
asking  for  the  appointment  of  a  receiver  of  the 
Company.  This  action  is  still  pending. 

AUDITING 

In  accordance  with  established  policy,  the 
accounts  of  Associated  Gas  and  Electric  Company 
and  subsidiaries  for  the  year  1936  have  been  ex- 
amined by  independent  certified  public  accoun- 
tants. A  copy  of  the  accountants'  report  appears 
on  pages  sixteen  to  twenty-seven,  inclusive. 

In  addition  to  the  regular  examinations  by  inde- 
pendent certified  public  accountants,  the  accounts, 
systems  and  methods  of  the  various  subsidiaries 
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100.0% 


are  audited  by  Utility  Accountants  and  Tax 
Consultants,  an  organization  composed  of  men 
who  are  especially  qualified  by  training  and 
experience  to  ascertain  facts  and  prepare  reports. 

EMPLOYEES'  WELFARE 

As  of  July  1,  1937  there  were  15,016  employees 
of  subsidiaries  of  the  Associated  Gas  and  Electric 
Company  insured  for  a  total  of  $31,672,543 
under  ordinary  life  policies  provided  by  the  As- 
sociated Insurance  Plan.  There  were  16,704  per- 
sons insured  under  group  policies  for  a  total  of 
$34,552,500.  This  makes  a  total  of  $66,225,043  of 
insurance  under  the  Plan.  Part  of  the  cost  of 
this  insurance  is  borne  by  the  employing  com- 
panies. Since  the  Plan  has  been  in  effect  it  has 
paid  599  death  claims  totaling  $2,139,500. 

Another  successful  year  was  completed  in  1936 
by  the  Employees'  Investing  Plan,  which  was 
started  in  1931.  Under  the  Plan,  employees 
subscribe  to  securities  of  Utilities  Employees 
Securities  Company;  these  securities  pay  them 
8%  interest  annually.  Additional  interest  of  Vfo 
was  paid  October  1,  1937,  increasing  the  rate  for 
the  past  twelve  months  to  9fo. 

NEW  PROPERTIES 

The  operations  of  Municipal  Service  Company 
and  subsidiaries  are  included  from  September  1, 
1936  in  the  accompanying  "Since  Acquisition" 
statements.  A  large  portion  of  the  bonds  and  un- 
funded debt  of  that  company  and  a  considerable 
portion  of  the  preferred  stocks  of  its  subsidiaries, 
York  Railways  Company  and  Keystone  Public 
Service  Company,  representing  a  substantial  in- 
terest in  the  situation,  had  been  acquired  prior  to 
1936.  Practically  all  of  the  balance  of  the  common 
stock  of  Municipal  Service  Company  was  acquired 
for  a  nominal  consideration  in  1936. 

The  subsidiaries  of  Municipal  Service  Company 
operate  in  York,  Pa.  and  vicinity,  adjoining  the 
Metropolitan  Edison  Company  and  in  Oil  City 
and  Franklin,  Pa.,  adjacent  to  the  Western  Penn- 
sylvania properties  of  the  Associated  System.  The 
financial  structure  of  Municipal  Service  Company 
required  reorganization  and  a  petition  was  filed 
during  1936  under  Section  77-B  of  the  National 
Bankruptcy  Act.  A  plan  of  reorganization  was 
confirmed  by  the  Court  April  28,  1937. 

Subsidiaries  of  Associated  Gas  and  Electric 
Company  own  securities  representing  nearly  80% 
of  the  common  stock  of  Jersey  Central  Power 
&  Light  Company,  a  portion  of  whose  property 
is  contiguous  to  that  of  the  New  Jersey  Power  & 
Light  Company  and  Staten  Island  Edison  Corpo- 
ration, important  operating  units  of  the  Associated 
System.  This  interest  is  represented  by  the  direct 
ownership  of  approximately  one-third  of  the  com- 
mon stock  of  Jersey  Central;  the  balance  is  in  the 
form  of  debentures  or  certificates  of  deposit  for 
debentures  of  National  Public  Service  Corporation, 


under  which  the  remaining  common  stock  is  held 
as  collateral.  A  protective  committee  has  had 
deposited  with  it  nearly  three-quarters  of  the  out- 
standing debentures  of  National  Public  Service 
Corporation  and  included  in  the  foregoing  are 
nearly  80%  of  their  certificates  of  deposit. 

Gains  in  business  by  the  new  properties  taken 
into  the  Company's  system  in  1935  have  been 
very  gratifying.  These  properties  are  in  Penn- 
sylvania, Maryland,  Delaware,  Virginia,  West 
Virginia,  North  Carolina,  Georgia,  and  Florida. 
Comparative  records  of  these  properties  in  1935 
and  1936  are:  1936  1935 

Gross  operating  revenues™-    $  21,104,819       $  19,541,472 

Electric  output   (kwh.)   834,496,727  730,257,594 

Customers    261,326  246,512 

GAIN  OF  62,216  CUSTOMERS 

Customers  served  by  operating  subsidiary  com- 
panies totaled  1,585,513  at  December  31,  1936,  of 
which  1,225,660  were  electric  customers,  and  359,- 
853  gas,  water  and  steam  customers.  This  was  a 
gain  of  62,216  customers  of  all  classes  during  the 
year.  The  number  of  customers  served  as  of 
December  31  for  the  past  five  years,  including 
customers  of  all  companies  now  subsidiaries 
irrespective  of  dates  of  their  acquisition  as  sub- 
sidiaries, is  as  follows : 


1936   _   1,585,513 

1935      1,523,297 

1934  „   1,482,680 

1933    -.      1,444,408 

1932    „_    1,444,322 


Approximately  67%  of  the  total  customers 
served  are  concentrated  in  three  important  indus- 
trial and  agricultural  States,  New  York,  New 
Jersey  and  Pennsylvania. 
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REVIEW  OF  PAST  YEARS 


To  understand  clearly  the  present  position  of 
the  Company  it  is  helpful  to  review  the  past 
several  years  as  well  as  the  past  twelve  months. 

A  summary  of  the  results  of  operations  of 
Associated  Gas  and  Electric  Company  and  sub- 
sidiaries for  the  years  1926  to  1936,  inclusive,  is 
given  in  the  following  consolidated  statement  of 
earnings  and  expenses. 

This  statement  indicates  the  trend  of  the  years 
but  has  not  been  adjusted  to  make  the  figures 
strictly  comparable  for  the  entire  period.  The 
amounts  shown  for  the  years  1932  and  1934 
differ  somewhat  from  the  published  reports  for 
those  years,  due  to  minor  revisions  in  the  com- 
parative statements  in  subsequent  reports. 


Year  ended 
Dec.  31 

1926  

1927   

1928™  

1929  

1930  

1931  

1932  

1933™  

1934  

1935  

1936  


REFINANCING  PROBLEMS 

The  most  critical  problems  which  have  con- 
fronted utilities  since  the  bottom  of  the  depression 
have  been  financial,  aggravated  by  political  pres- 
sure, which  is  still  troublesome.  Early  in  the 
period  it  became  difficult  or  impossible  to  raise 
funds  by  the  sale  of  holding  company  securities. 
The  principal  vehicle  of  utility  financing  em- 
ployed by  this  System  prior  to  that  time  therefore 
became  unavailable. 

The  situation  became  difficult  for  the  Associated 
Gas  and  Electric  Company  in  1932.  On  January 
1  of  that  year  the  Company  and  subsidiaries  were 
faced  with  the  necessity  of  providing  for  the 
payment  of  $43,729,081  of  bank  loans,  bonds,  and 
other  obligations  maturing  in  1932  and  1933.  The 
market  prices  of  the  Company's  securities  reflected 
the  belief  of  the  public  that  the  Company  could 
not  solve  that  problem. 

Part  of  the  amount  needed  for  this  refinancing 
was  raised  through  an  issue  of  $10,000,000  of 
8%  Eight  Year  Gold  Bonds  of  the  Associated 
Gas  and  Electric  Corporation.  Most  of  this  offer- 
ing was  sold  to  22,279  customers  of  System  oper- 
ating companies. 

Among  the  maturities  were  those  of  Staten 


This  comparison  shows  that  over  the  decade 
1926-1936  operating  revenues  increased  four  times, 
whereas  operating  expenses  and  taxes  increased 
almost  five  times.  These  increases  in  expenses 
and  taxes  plus  the  substantial  increase  in  provi- 
sion for  retirements,  renewals,  and  replacements, 
resulted  in  operating  income  increasing  but  three 
times,  from  $10,913,855  in  1926  to  $34,829,402 
in  1936.  The  period  of  most  rapid  growth  in 
operating  revenues  was  in  the  late  Twenties,  when 
the  Rochester  Central  Power  Corporation  and 
General  Gas  &  Electric  Corporation  properties 
were  acquired.  Revenues  also  advanced  materially 
in  1936,  reflecting  the  acquisition  during  the  latter 
part  of  1935  of  new  properties  in  Pennsylvania, 
Delaware,  Maryland,  and  several  Southern  States. 


Earnings  and  Expenses 

since  dates  of  acquisition) 


Operating 

Provision  for 

Operating 

enses  and  Taxes 

Retirements 

Income 

$15,521,978 

11,627,193 

♦10,913,855 

18,264,655 

1,698,731 

11,359,901 

18,290,276 

1,830,455 

12,236,382 

36,299,958 

3,371,077 

29,232,219 

45,324,139 

4,849,193 

34,045,961 

48,806,976 

8,310,494 

33,457,758 

47,629,246 

7,251,309 

29,945,902 

48,710,191 

6,815,361 

25,S05,749 

51,491,825 

7,329,680 

25,151,584 

58,119,313 

8,081,816 

27,014,588 

71,669,595 

9,311,349 

34.S29.402 

Island  Edison.  Corporation,  Rochester  Gas  and 
Electric  Corporation,  and  Pennsylvania  Electric 
Company,  aggregating  $26,500,000.  Because  of 
the  absence  of  a  bond  or  security  market,  it  was 
necessary  to  resort  temporarily  to  short-term 
financing.  Eventually  all  of  these  obligations 
were  either  refunded  or  paid  out  of  receipts  from 
operations. 

Outstanding  in  financing  during  1936  was  the 
sale  of  an  issue  of  $13,906,500  first  mortgage  4% 
bonds,  due  1965,  of  New  York  State  Electric  & 
Gas  Corporation.  This  operation  was  not  com- 
pleted until  1937,  so  it  is  not  reflected  in  the 
accompanying  consolidated  statements.  The  pro- 
ceeds of  the  issue  were  used  to  retire  eight  issues 
of  its  outstanding  bonds  bearing  higher  rates  of 
interest,  thereby  simplifying  considerably  the 
financial  structure.  They  were  also  used  to  pay 
off  a  promissory  note  of  $750,000,  the  proceeds 
of  which  had  been  devoted  entirely  to  the  con- 
struction of  rural  lines.  The  proceeds  of  an  addi- 
tional $250,000  principal  amount  of  the  issue  were 
likewise  used  for  the  same  purpose. 

During  1936,  Florida  Power  Corporation  sold 
an  issue  of  $10,000,000  principal  amount  of  First- 
Mortgage  4%  Bonds  due  1966,  and  an  issue  of 
$2,500,000  of  5%  Sinking  Fund  Debentures  due 


Comparison  of  Consolidated 

(Including  acquired  properties  only 
Operating 
Revenues 

  $  28,063,026 

  31,323,287 

 32,357,113 

—    68,903,254 

  84,219,293 

  90,575,228 

  84,826,457 

 „   81,331,301 

 „   83,973,089 

 93,215,717 

 115,810,346 
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Other 
Total  Electricity 
Gas 

Total  Elec.  and  Gas 
Other 

Total 


107 

80.1 


1946.  The  proceeds  were  used  to  retire  $11,050,000 
funded  debt  bearing  higher  rates  of  interest  and 
to  provide  additional  working  capital.  Rochester 
Gas  and  Electric  Corporation  also  sold  $10,848,000 
principal  amount  4%  bonds,  due  I960,  and  retired 
$10,803,000  principal  amount  of  5%  bonds.  In 
addition,  40,000  shares  of  Rochester  Gas  and  Elec- 
tric Corporation  7%  Preferred  Stock,  Series  B, 
was  called  for  redemption  and  replaced  by  an  issue 
of  5%  Preferred  Stock,  Series  P,  for  a  like  num- 
ber of  shares.  Early  in  1937,  Rochester  Gas  and 
Electric  Corporation  sold  $3,000,000  of  Z%% 
bonds  to  finance  additions  to  property,  and  sub- 
sequently sold  an  additional  $3,000,000  of  3%f0 
bonds  for  the  same  purpose. 

Funded  debt  coming  due  in  1937  amounted  to 
$9,092,148  at  December  31,  1936.  Of  this,  the 
largest  item  is  an  issue  of  $6,106,000  principal 
amount  of  First  Mortgage  30-Year  5%  Gold  Bonds 
of  York  Railways  Company,  York,  Pa.  Coopera- 
tion has  been  requested  of  holders  of  these  bonds 
in  extending  this  maturity  ten  years  to  December 
1,  1947.  The  extension  agreement  provides  that 
York  Railways  Company  will  cause  $616,000  prin- 
cipal amount  of  the  bonds  to  be  retired  and  can- 
celled, limiting  the  amount  which  may  be  at  any 
time  outstanding  during  the  extended  period  to 
$5,500,000.  The  agreement  also  places  restric- 
tions upon  the  payment  of  dividends  on  the 
preferred  and  common  stocks  of  York  Railways 
Company. 

Notes  payable  were  reduced  from  $11,047,193.24 
at  December  31,  1935  to  $8,566,576.51  at  Decem- 
ber 31,  1936,  a  reduction  during  the  year  of 
$2,367,815.00  secured  notes  and  $112,801.73  un- 
secured notes. 

Eastern  Utilities  Investing  Corporation,  an 
investing  company  with  $736,000  principal  amount 
of  publicly  held  debentures  at  December  31, 
1936,  was  the  only  subsidiary  company  in  arrears 
of  interest.  This  company  was  undergoing  reor- 
ganization under  Section  77-B  of  the  National 
Bankruptcy  Act.  A  plan  of  reorganization  was 
approved  by  the  Court  July  26,  1937.  Under  its 
terms,  a  like  principal  amount  of  Associated  Gas 
and  Electric  Company  5%  Sinking  Fund  Income 
Debentures,  due  1986  was  issued  in  exchange  for 
the  funded  debt  of  Eastern  Utilities  Investing 
Corporation. 

Four  subsidiaries,  American  Utilities  Company, 
Eastern  Utilities  Investing  Corporation,  Florida 
Public  Service  Company,  and  Municipal  Service 
Company  were  reorganized  during  the  past  few 
years  under  Section  77-B  of  the  National  Bank- 
ruptcy Act,  resulting  in  the  refinancing  of  Florida 
Public  Service  Company  and  the  transfer  of  the 
assets  of  American  Utilities  Company,  Eastern 
Utilities  Investing  Corporation,  and  Municipal 
Service  Company  to  other  subsidiaries  of  Asso- 
ciated Gas  and  Electric  Company,  in  accordance 


with  the  plans  of  reorganization  approved  by  the 
Courts. 

PLAN  OF  REARRANGEMENT  OF  DEBT 
CAPITALIZATION 

One  of  the  outstanding  accomplishments  of 
the  Company  during  the  depression  period  was 
the  success  of  the  Plan  of  Rearrangement  of  Debt 
Capitalization.  This  Plan  was  inaugurated  in 
May  1933,  with  the  purpose  of  reducing  fixed 
interest  charges  on  Company  debentures  and  of 
substituting  interest  charges  based  on  income  and 
payable  only  when  earned.  During  the  four  years 
which  followed,  more  than  $200,000,000  principal 
amount  of  Company  debentures  has  been  depos- 
ited under  its  terms,  which  is  about  76%  of  the 
entire  amount  outstanding. 

The  Plan  has  resulted  in  accumulated  savings 
in  fixed  interest  charges  of  over  $11,000,000,  which 
is  substantially  in  excess  of  the  accumulated  ex- 
penses of  the  Plan.  These  savings  in  interest  added 
to  the  margin  available  for  all  debentures  during 
a  period  of  considerable  uncertainty  in  the  nation's 
and  the  Company's  affairs. 

On  November  18,  1936  the  Company  notified 
holders  of  its  fixed  interest  debentures  of  an  offer 
whereby  they  could  exchange  their  debentures  for 
Associated  Gas  and  Electric  Company  Sinking 
Fund  Income  Debentures  due  1986.  This  issue 
is  in  many  respects  similar  to  the  Sinking  Fund 
Income  Debentures  due  1983  offered  under  the 
Plan  of  Rearrangement  of  Debt  Capitalization. 
The  initial  rate  of  interest  on  the  Sinking  Fund 
Income  Debentures  due  1986  is  the  same  as  the 
rate  on  the  fixed  interest  debentures  for  which 
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they  are  exchangeable.  These  new  debentures 
also  make  provision  for  the  payment  of  additional 
interest  at  the  rate  of  1%  per  annum  on  any  semi- 
annual interest  date  when,  during  any  preceding 
interest  period,  interest  has  been  paid  on  junior 
obligations  of  the  Company.  As  interest  was  paid 
on  these  junior  obligations,  during  the  preceding 
interest  period,  the  additional  interest  of  1%  is 
therefore  currently  being  paid  on  the  Sinking 
Fund  Income  Debentures  due  1986.  An  offer  was 
also  made  to  holders  of  Sinking  Fund  Income 
Debentures  due  1983  whereby  they  could  exchange 
their  holdings  for  Sinking  Fund  Income  Deben- 
tures due  1986. 

RATE  REDUCTIONS 

The  past  several  years  have  been  marked  by 
steady  pressure  for  rate  reductions.  At  first  this 
pressure  was  caused  by  the  example  of  declining 
commodity  prices  and  the  assumption  that  utility 
rates  should  also  decline.  By  the  time  commodity 
prices  began  to  rise,  the  utilities  had  become  a 
political  issue,  and  the  pressure  has  continued. 
Rate  reductions  made  effective  during  1936 
amounted  to  $1,819,000,  bringing  the  total  over  a 
five  year  period  of  present  subsidiaries  of  Asso- 
ciated Gas  and  Electric  Company  to  $8,909,000 


Made  During 

The  Year  Cumulative 

1936                         $1,819,000  $8,909,000 

1935  _           3,025,000  7,090,000 

1934                             1,132,000  4,06f>,000 

1933  „      2,155,000  2,933,000 

1932  «  778,000  778,000 


While  these  reductions  have  meant  a  saving  of 
$8,909,000  per  year  to  customers,  it  is  also  true 
that  they  have  diminished  the  amount  available 
for  security  holders  below  that  which  would  rep- 
resent a  fair  return  on  the  capital  invested,  and 
have  made  it  increasingly  difficult  to  meet  de- 
mands of  employees  for  higher  pay  as  living  costs 
rise.  The  increase  in  use  by  customers  and  the 
accompanying  increase  in  revenues  which  are 
believed  by  some  to  follow  rate  reductions  do  not 
occur  automatically.  They  occur,  if  at  all,  only 
after  expensive  and  aggressive  campaigns  have 
been  conducted  to  encourage  use  of  more  gas  or 
electricity  at  the  new  lower  rates.  Usually  it  is 
difficult  enough  to  recover  the  former  gross  reve- 
nue. When  more  gas  or  electricity  has  been  used, 
the  total  operating  expenses,  and  often  the  fixed 
charges,  are  automatically  increased. 

This  process  results  in  a  constant  whittling 
down  of  net  revenue  per  unit  sold,  especially  in 
the  case  of  residential  business,  where  there  has 
been  greatest  pressure  for  rate  reductions.  The 
tendency  towards  lower  net  is  aggravated  by  in- 
creasing costs  of  operation— larger  fuel  and  gen- 
eral production  expense,  higher  wages,  and  heavier 
taxes. 

The  pressure  for  rate  reductions  seems  unrea- 
sonable when  it  is  realized  that  the  average  faniily 
using  Associated  services  pays  only  about  10  cents 
a  day  for  electric  service  and  9  cents  for  gas 
service.  This  is  less  than  the  amount  that  tobacco 
or  soft  drinks  take  out  of  the  average  family 
budget. 

COMPANIES  ELIMINATED 

The  process  of  simplification  of  the  corporate 
structure  of  the  Associated  System  has  been  pro- 
ceeding steadily  since  1922,  although  notable  prog- 
ress has  been  made  during  the  past  five  years.  In 
all,  343  units  have  been  merged,  dissolved,  ren- 
dered inactive,  or  otherwise  disposed  of.  Numbers 
of  companies  eliminated  each  year  have  been  as 
follows : 


1322  

  2 

1927 

34 

1932 

27 

1923  

  1 

1928 

„  19 

1933  

1934 

  27 

1924  

  18 

1929 

43 

15 

1925.  _ 

  17 

1930 

19 

1935 

44 

1926 

33 

1931 

  22 

1936 

This  process  of  simplification  is  exemplified  in 
New  York  State,  where  mergers  recently  com- 
pleted have  left  only  four  subsidiaries  engaged  in 
the  sale  of  electricity  to  the  general  public,  New 
York  State  Electric  &  Gas  Corporation,  Rochester 
Gas  and  Electric  Corporation,  Staten  Island  Edi- 
son Corporation,  and  Patchogue  Electric  Light 
Company. 
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These  total  taxes  were  equivalent  to  $657  per 
regular  employee  or  to  39%  of  the  total  pay  roll. 
They  were  equivalent  to  $8.12  for  each  customer 
and  to  $2.82  a  share  on  the  4,570,279  shares  of 
Class  A  stock  of  the  Company  outstanding  at 
December  31,  1936.  For  the  year  ended  Decem- 
ber 31,  1929,  taxes  were  equivalent  to  only  $1.13 
per  share  of  Class  A  stock  then  outstanding. 

The  contribution  to  the  cost  of  government 
which  Associated  companies  have  been  required 
to  make  has  increased  rapidly  in  recent  years,  as 
the  following  table  indicates: 


NEW  CONSTRUCTION  OF  $16,400,000 

The  financial  problem  facing  the  Company 
now  is  not  so  much  the  matter  of  refinancing 
maturing  obligations  as  it  is  of  raising  funds  to 
provide  for  new  construction.  If  some  of  the 
restrictions  on  utility  financing  are  not  removed, 
it  may  be  necessary  to  curtail  sharply  programs 
of  new  construction.  Expenditures  for  new  con- 
struction by  present  subsidiaries  during  recent 
years  have  been  as  follows : 


19.36.... 
1935- 
19.34... 
1933._. 
1932- 


$16,400,000 
11,300,000 
7,100,000 
5,700,000 
5,500,000 


1032  ... 

1933   

1934 

1935   

1930   

1937'  ™. 


  $  8,300,000 

 ,  9,365,000 

  10,884,000 

_™  11,658,000 

  12,881,000 

  15,462,000 


Rural  electrification  activities  in  1936  resulted 
in  the  construction  of  2,743  miles  of  line,  bringing 
service  to  about  13,097  rural  customers. 

TAXES 

In  1936  for  the  first  time  the  effect  of  the  Fed- 
eral Unemployment  Compensation  Tax  was  felt. 
During  1937  this  tax  will  be  doubled,  and  there 
will  be  added  to  it  the  Federal  Tax  for  Old  Age 
Benefits.  By  1949  these  two  taxes  together  will 
require  a  payment  equal  to  approximately  6%  of 
pay  rolls. 

Taxes  on  Associated  Gas  and  Electric  Company 
and  subsidiaries  in  1936  on  the  "Earning  Power" 
basis  amounted  to  $12,880,657.11,  compared  with 
$11,657,955.59  in  1935,  an  increase  of  10.5%. 


*  12  months  ended  September  30th. 

An  increase  of  86  %  in  taxes  was  recorded 
between  1932  and  September  1937.  In  the  12 
months  ended  September  30,  1937  alone  the  in- 
crease over  the  previous  similar  period  was  34%. 

More  than  40  different  kinds  of  taxes  are  levied 
upon  companies  in  the  Associated  System.  There 
are  in  addition  many  fees,  duties,  and  levies  paid 
to  regulatory  bodies. 

The  inability  of  utilities  to  continue  to  reduce 
rates  and  at  the  same  time  bear  constantly  heavier 
burdens  of  taxation  was  pointed  out  in  June,  1937, 
by  Honorable  Milo  R.  Maltbie,  chairman  of  the 
New  York  Public  Service  Commission,  in  the  Kings 
County  Lighting  Company  case.  Mr.  Maltbie 
quoted  an  opinion  of  the  Commission  in  1934, 
indicating  that  the  inconsistency  of  such  conflict- 
ing demands  was  evident  even  then : 

"  'These  two  trends  are  inevitably  in  conflict. 
When  the  cost  of  rendering  service  is  increased 
by  new  or  additional  taxes  or  by  legislation, 
municipal,  State,  or  Federal,  which  increases 
the  cost  of  service,  the  Commission  is  obliged 
to  reeognize  such  increased  costs,  except  so  far 
as  it  may  find  a  just  basis  for  requiring  them 
to  be  borne  by  the  stockholders  alone.  It  is 
obvious,  however,  that  this  possibility  is  of 
limited  application  and  does  not  apply  to  most 
of  the  increased  costs  of  which  we  are  speaking. 

"  'It  is  impossible  for  the  Commission  to  re- 
duce rates  to  the  extent  that  it  would  be  possible 
if  these  increased  burdens  had  not  been  im- 
posed ;  and  where  the  rates  were  reasonable 
prior  to  the  imposition  of  such  burdens,  this 
Commission  will  be  forced  to  recognize  the  just- 
ness of  the  companies'  claims  for  increased 
rates.' " 

Mr.  Maltbie  added:  "We  have  now"  (June, 
1937)  "reached  the  state  which  was  then  fore- 
told." 
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SUMMARY 

The  constructive  accomplishments  since  the 
depth  of  depression  in  1932  have  been  substantial : 

More  than  $200,000,000  of  Debentures  have 
been  exchanged  under  the  Plan  of  Rearrange- 
ment of  Debt  Capitalization,  thereby  resulting 
in  important  savings  in  annual  fixed  interest 
charges. 

All  bonds,  debentures,  notes,  loans,  or  other 
evidences  of  indebtedness  having  a  fixed  date 
of  maturity,  which  reached  such  date  during 
the  period  have  been  either  paid  or  refinanced. 
Four  subsidiaries  have  been  reorganized  under 
Section  77-B  of  the  National  Bankruptcy  Act. 

A  serious  and  expensive  lawsuit  referred  to 
on  page  five  has  been  settled. 

During  the  period,  135  companies  have  been 
eliminated  from  the  Associated  Gas  &  Elec- 
tric System.  This  reduction  is  offset  to  some 
extent  by  acquisitions  not  yet  merged  or  con- 
solidated and  by  the  formation  of  new  com- 
panies as  a  necessary  part  of  the  process  of 
simplification. 

The  Company's  operating  system  has  been 
strengthened  and  its  integration  promoted  by 
the  acquisition  of  important  properties  in  five 


Southern  States  and  in  Pennsylvania,  Dela- 
ware, and  Maryland. 

As  the  result  of  the  successful  culmination  of 
this  program,  the  Company  weathered  the  storm 
of  depression  and  is  in  a  better  position  today 
than  it  has  been  for  several  years  to  take  ad- 
vantage of  improved  business  conditions. 

Many  evidences  of  sympathetic  appreciation  by 
the  security  holders  of  the  problems  of  the  Com- 
pany have  been  a  source  of  gratification  to  the 
Management.  It  will  continue  to  be  the  purpose 
of  the  Management  to  deal  intelligently  and 
fairly  with  the  public  served,  the  employees,  and 
the  security  holders. 

The  annual  meeting  of  stockholders  was  recessed 
to  reconvene  at  the  office  of  the  Company,  Ithaca, 
New  York  on  November  16,  1937.  Proxies  have 
been  received  from  more  than  66,000  stockholders 
representing  over  81%  of  the  voting  power  of 
the  stock  outstanding. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  Mange, 

President. 


October  22,  1937. 
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Geographical  Distribution  of  Registered  and  Coupon  Security  Holders 

of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
and 

ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
As  of  June,  1937 


Associated 

Gas 
and  Electric 
Company 

Associated 

Gas 
and  Electric 
Corporation 

102 

82 

Arizona   — 

53 

20 

Arkansas   

212 

241 

California   

6,436 

4,652 

Colorado   

894 

256 

Connecticut   

2,150 

646 

Delaware   -  

250 

181 

District  of  Columbia  

594 

274 

Florida   

928 

738 

Georgia  -  

347 

97 

Idaho   

55 

35 

Illinois  

8,218 

3,986 

Indiana   .... 

924 

887 

Iowa   -■-  

571 

721 

Kansas  

105 

144 

Kentucky   

2,086 

1,097 

Louisiana   

385 

824 

Maine  

1,127 

731 

Maryland   

1,303 

704 

Massachusetts  

9,268 

4,719 

Michigan   

1,313 

1,266 

Minnesota   

1,266 

607 

Mississippi  

41 

29 

Missouri   

1,047 

1,160 

Montana   

118 

87 

Nebraska   

371 

357 

Associated  Associated 

Gas  Gas 

and  Electric  and Electrio 

Company  Corporation 


Nevada   

35 

16 

New  Hampshire   

1,767 

327 

New  Jersey   

6,834 

3,357 

New  Mexico   -  

32 

22 

New  York   

54,393 

23,731 

North  Carolina   

210 

62 

North  Dakota   

62 

49 

Ohio  _  ...    

1,399 

1,037 

Oklahoma   

287 

163 

Oregon   

366 

293 

Pennsylvania   

32,499 

16,211 

Rhode  Island   

1,660 

437 

South  Carolina   

589 

466 

South  Dakota   

502 

148 

Tennessee   

659 

416 

Texas   ..  

877 

526 

Utah    _  

156 

23 

286 

153 

Virginia   

410 

148 

Washington   

1,531 

413 

West  Virginia   

245 

87 

Wisconsin   

1,977 

1,970 

Wyoming   „  

98 

23 

Total  United  States 

147,038 

74,619 

U.  S.  Possessions 

and  Foreign  

12,312 

3,249 

Grand  Total   

  159,350 

77,868 
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Chan  of  Ownership  —  Public  Utility  Companies 
Showing  Percentage  of  Voting  Stock  Ownership 


Companies  shown  in  italics  have  no  securities  outstanding  with  the  public. 


ASSOCIATED  CAS  AND  ELECTRIC 
CORPORATION  100% 


ASSOCIATED   ELECTRIC  COMPANY—  100% 

itiTtd  V.  S.  VtilUies  Company  100% 

idtana  Gas  Utilities  Company  1   100% 

(ntucky-Tennessce  Light  and  Power  Co-  100% 

■  ko  Shore  Gas  Company.  The   100% 

anila  Electric  Company   .  100% 


Ohio-Midland  Light  and  Power  Co.,  The 

Common  and  Preferred  Toting  I 

Union  Gaa  &  Electric  Company  


.5% 


Pennsylvania  Electric  Company   10 

Clarion  River  Power  Company,  The  10 

tErie  Lighting  Company   100% 


Joftni 


Fuel  Supply  Company——  100% 
.  100% 
.  100% 


Arkansas  General  Utilities  Go> 
Associated  Maryland  Elcc.  Poa 
Hopkins  vitte  Water  Company^. 
Insular  Light  and  Fewer  Corp 


Bscude 


,  Electric  Service  Company  

Woter  Company  

i  Public  Dtiliiic*  Co..  Inc  

General  Utilities  Company  

Soulnern  Puofic  Service  Company 
ismorajr  Electric  Company,  Tht 


Owensboro  Gas  Company  

Panftandlo  Putlic  Service  Compc 

Penelec   Water  Company™..  , 

Pennsylvania  Investing  Corpora 
Clarion  Water  Company  


,  The- 


£  Light  C 


Texas  General  UtilHi 
TueumeaH  Light  and  Poi 
Tain  CUy  Light  and  Pov 
Yoaghiogheny  Hy&TO-Ehcti 


Com. 


100% 
100% 

-  100% 

-  100% 
_  100% 

-  10D% 
_  100% 


-  100% 
.  100% 
.  100% 


NY  PA  NJ  UTILITIES  COMPANY   100% 

Canadea  Power  Corporation  1C 

Keystone  Public  Service  Company   100% 

Citizens  Transit  Company   100% 

Long  Island  Water  Corporation  .  ,   100% 

Metropolian  Edison  Company   100% 

New  Jersey  Power  &  Light  Company   100% 

New  York  State  Electric  &  Gas  Corp  100% 

Staten  Island  Edison  Corporation  100% 

Ourepo  Go*  Corporation  100% 

Fatchogue  Electric  Light  Company.  The-  100% 
Ivania  Power  Company—  100% 
c  Light  and  Pouter  Co  100% 


nany     100% 

atiny  Company  100% 

c  Light  and  Power  Co.™.  100% 


fNorther 


not  include  non-utility  i 


The  ownership  of  t 
purchasing  compel 
panics,  by  virtue  1 

Management  Abboi 
t  The  Federal  Powe 


formalities  con 
eliminated.  ' 


s  operating  coin- 


i  companies  will  be 


r  &  Light  Company 


c  &  Gas  Compa 


Virginia  Pnblrc  Service  Company  

Citizens  Rapid  Transit  CorporalU, 

Eastern  Shore  Public  Service  Compan; 
Maryland  Light  and  Power  Compan 


-  100% 
_  None 

-  100% 

.  100% 
.  96.1% 
.  100% 
.  100% 


iy,  The   100% 

lice  Co.  itd„  100% 
nice  Co.  Fa-  100% 

nany.  The  100% 

  100% 


(*)  Includes  33  1/3%  owned  by  Virj 


nia  Pub 


UNITED  COACH 
Reading  Street  Railu 
Schenectady  Rapid  Ti 


THE-  100% 

Compan  y  100% 

it.  Inc.  r  100% 


e   100% 

mpany,  Inc  100% 

lany,  Ine  100% 

jrporation   100% 


This  chart  reflects  the  situation  substantially  as  it  existed  on  June  30,  1937. 

The  chart  still  includes  numerous  companies  for  the  elimination  of  which  definite  plans  exist.  The 
program  of  simplification  has  by  no  means  ended.  However,  but  little  further  progress  can  be  made  for  the 
present  until  the  requisite  consents  are  received  from  various  regulatory  bodies  on  applications  still  pending 
for  the  merger  of  some  of  the  operating  companies.  There  are  also  problems  with  respect  to  some  of  the 
holding  companies,  but  the  important  obstacles  to  further  simplification  lie  in  ascertaining  the  desires  of  the 
respective  Commissions  and  other  public  authorities,  reconciling  their  differences  and  procuring  the  necessary 
legal  authorizations. 
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HASKINS  &  SELLS 

CERTIFIED    PUBLIC  ACCOUNTANTS 


IS  BROAD  STREET 
NEW  YORK 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 


Accountants'  Certificate 


Consolidated  Statements 
Consolidated  Balance  Sheet,  December  31,  1936  (Exhibit  A). 

Capital  Stocks  of  Associated  Gas  and  Electric  Company  (Schedule  1). 
Statement  of  Consolidated  Income  for  the  Year  Ended  December  31,  1936  (Exhibit  B). 
Statement  of  Consolidated  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1936 

(Exhibit  C). 


Parent  Company  Statements 
Balance  Sheet,  December  31,  1936  (Exhibit  D). 

Statement  of  Income  for  the  Year  Ended  December  31,  1936  (Exhibit  E). 

Statement  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1936  (Exhibit  F). 


ACCOUNTANTS'  CERTIFICATE 

Associated  Gas  and  Electric  Company: 

"We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and  Electric  Company  and 
the  consolidated  balance  sheet  of  the  company  and  its  subsidiaries  as  of  December  31,  1936,  and 
of  the  related  statements  of  income  and  surplus  for  the  year  1936.  The  consolidated  statements 
include  all  subsidiaries  regardless  of  voting  trust  agreements  or  other  restrictions.  In  connection 
therewith,  we  made  a  review  of  the  accounting  methods  and  examined  or  tested  accounting  records 
of  the  companies,  except  certain  subsidiaries  which  were  examined  by  other  independent  account- 
ants, and  other  supporting  evidence  in  a  manner  and  to  the  extent  which  we  considered  appropriate 
in  view  of  the  systems  of  internal  accounting  control. 

As  to  the  subsidiaries  examined  by  other  independent  accountants,  the  amounts  included  in  the 
accompanying  consolidated  statements  are  as  shown  by  their  reports  except  for  minor  reclassifi- 
cations to  conform  to  the  general  classifications  used  in  consolidation.  The  book  value  of  the  assets  of 
the  companies  examined  by  other  accountants  amounts  to  approximately  27%  of  the  total  consolidated 
assets  at  December  31,  1936,  and  the  gross  operating  revenues  of  such  companies  amounts  to  approxi- 
mately 30%  of  the  consolidated  operating  revenue  for  the  year  1936. 

It  is  the  accounting  policy  of  the  operating  companies,  in  general,  to  make  provision  for  retire- 
ments, renewals  and  replacements  of  fixed  capital  in  amounts  which  when  added  to  maintenance 
expenditures  equal  fixed  percentages  of  gross  operating  revenues  less  gas  or  power  purchased.  In  the 
major  exceptions  to  the  foregoing  the  provision  is  based  on  percentages  of  operating  revenues  without 
deduction  for  maintenance  expenditures  or  is  in  amounts  as  determined  by  the  management,  which 
amounts  have  been  in  excess  of  the  requirements  of  the  bond  indentures.  The  rates  of  provision  were 
in  some  instances  increased  in  1936. 

It  has  been  the  practice  of  certain  subsidiaries  to  take  up  undistributed  earnings  of  their  subsidi- 
aries or  affiliates.  The  corporate  surplus  of  Associated  Gas  and  Electric  Company  includes  credits 
for  dividends  and  interest  from  such  earnings.  This  practice  was  discontinued  during  the  year,  but 
the  amounts  previously  taken  up  had  not  in  all  instances  been  distributed  at  December  31,  1936,  by 
the  companies  wherein  the  earnings  originated. 
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Debt  discount  and  expense  on  bonds  of  Associated  'Gas  and  Electric  Company  has  been  charged 
to  capital  surplus.  Had  such,  charges  been  made  against  corporate  rather  than  capital  surplus  it 
would  not  have  affected  the  financial  statements  at  December  31,  1936,  because  of  the  fact  that  the 
corporate  deficit  of  the  Company  to  December  31,  1935,  was,  in  accordance  with  the  approval  of  the 
stockholders,  transferred  to  capital  surplus.  It  is  estimated  that  the  amortization  of  debt  discount 
and  expense  applicable  to  the  year  1936  would  have  been  approximately  $335,000.  Interest  paid  by 
Associated  Gas  and  Electric  Company  on  convertible  obligations  in  1936  in  the  form  of  scrip,  of  which 
a  portion  was  applicable  to  1936,  was  also  charged  to  capital  surplus. 

Amortization  of  debt  discount  and  expense  of  subsidiaries  as  shown  in  the  accompanying  state- 
ments is,  in  general,  based  on  debt  discount  and  expense  of  the  issuing  companies.  Net  losses  on  sales 
of  bonds  of  consolidated  companies  by  other  than  the  issuing  companies,  which  losses  from  a  consoli- 
dated viewpoint  are  tantamount  in  some  instances  to  additional  discount,  were  charged  to  capital 
surplus  to  December  31,  1933,  and  thereafter  to  corporate  surplus.  Credits  for  discount  on  bonds 
held  inter  cor  porately  at  less  than  par  have  been  applied  in  consolidation  either  in  reduction  of 
unamortized  debt  discount  and  expense  or  as  an  addition  to  capital  surplus.  The  charges  made  to 
capital  surplus  by  subsidiaries  for  such  losses  (as  well  as  the  charges  thereto  by  subsidiaries  for 
debt  discount,  expense  and  premium  on  certain  bonds  no  longer  outstanding,  and  in  the  case  of 
Eastern  Utilities  Investing  Corporation  a  minor  amount  applicable  to  bonds  still  outstanding)  are 
in  consolidation  substantially,  if  not  entirely,  offset  at  December  31,  1936,  by  credits  for  discount 
on  bonds  held  intercorporately  at  less  than  par. 

It  is  the  practice  to  treat  all  profits  or  losses  on  investments  in  equity  securities  and  provisions  for 
depreciation  of  investments  or  reduction  in  book  value  thereof  as  capital  surplus  items. 

The  charges  to  capital  surplus  referred  to  in  the  two  preceding  paragraphs  (in  so  far  as  made  by 
subsidiaries)  and  other  charges  of  subsidiaries  made  in  prior  periods  against  consolidated  capital 
surplus,  which  may  have  been  more  properly  chargeable  to  consolidated  corporate  surplus  (the  amount 
of  which  charges  has  not  been  determined),  have  tended  to  increase  the  uneliminated  balance  of  invest- 
ments in  subsidiaries  included  in  the  consolidated  balance  sheet  under  fixed  capital.  However,  in  con- 
solidation the  balance  of  the  capital  surplus  of  Associated  Gas  and  Electric  Company  reserved  for 
contingencies  ($49,700,000)  has  been  applied  against  investments  in  subsidiaries  and  together  with 
capital  surplus  of  the  Company  which  was  applied  in  prior  periods  to  the  reduction  in  carrying  value 
of  investments  in  subsidiaries  offsets  the  effect  upon  fixed  capital  of  the  foregoing  charges. 

In  our  opinion,  based  on  our  examination  and  upon  the  reports  of  other  accountants  as  to  the  com- 
panies whose  accounts  were  not  examined  by  us,  and  subject  to  the  comments  in  the  five  preceding 
paragraphs  and  to  the  fact  that  we  are  not  in  a  position  to  express  an  opinion  as  to  the  provisions 
for  retirements,  renewals  and  replacements  of  fixed  capital,  the  accompanying  balance  sheets  and 
related  statements  of  income  and  surplus,  with  the  foot-notes  thereon,  fairly  present,  upon  the  basis 
of  the  book  value  of  investments,  in  accordance  with  accepted  principles  of  accounting  consistently 
followed  by  the  companies,  the  financial  condition  of  the  company  and  of  the  company  and  subsidiar- 
ies consolidated,  as  of  December  31,  1936,  and  the  results  of  their  operations  for  the  year. 

Haskins  &  Sells 


New  York, 

August  13,  1937. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1936 
ASSETS 

FIXED  CAPITAL: 

Plant,  property,  equipment,  etc  at  estimated  reproduction  cost  (shown  in  memorandum  accounts 
in  the  case  of  two  companies)  including  going  value  and  other  intangibles  at  various  dates  of 
revaluation  (with  relatively  minor  exceptions),  plus  subsequent  additions  at  cost,  less  retirements 
(includes  approximately  $6,296,000  reported  as  in  process  of  or  subject  to  retirement)  and 
$97,421,429.34  uneliminated  balance  of  investments  in  subsidiaries    $890,923,730.82 


INVESTMENTS— AT  COST  OR  COMPANIES'  VALUATION: 

In  affiliated  companies  (including  advances,  open  accounts,  etc.)   $42,166,191.82 

Other  investments  (the  market  value  at  December  31,  1936,  of  those  securities 
for  which  market  quotations  are  available  was  approximately  $11,241,000  as 
compared  with  carrying  value  of  $27,071,500,  estimated  in  certain  cases  where 
securities  are  carried  in  group  values)  ($2,5S4,500  principal  amount  of  bonds 

pledged)       32,719,048.08  74,885,239.90 


DEPOSITS  FOR  MATURED  BONDS  AND  BOND  INTEREST,  ETC.   (contra)     2,660,833.86 

DEPOSITS  FOR  SINKING  FUNDS,  CONSTRUCTION,  ETC  _   2,054,369.91 

DEPOSITS  FOR  REDEMPTION  OF  BONDS  CALLED  AND  FOR  PREMIUM  AND  ACCRUED 

INTEREST  THEREON  (contra)   „    _„    „  10,216,479.05 

CASH  (including  working  funds)  — — .   „     8,225,797.13 

NOTES  AND  ACCOUNTS  RECEIVABLE: 

Consumers    $  8,790,268.83 

Appliances  ($374,792.53  pledged  as  additional  security  for  appliance  accounts 

receivable  sold)  — „    2,120,051.14 

Miscellaneous   (including  $140,004.56  due  from  employees)    ($45,000  pledged 

with  trustee  under  funded  debt  indenture)  -  „  „   1,257,784.35  12,168,104.32 


MATERIALS,  SUPPLIES  AND  MERCHANDISE   (book  inventories)    6,337,022.78 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra).  -    -     4,324,329.90 

PREPAID  EXPENSES   -      1,077,543.89 

UNAMORTIZED  DEBT  DISCOUNT  AND  EXPENSE   _   22,590,076.16 

MISCELLANEOUS  UNADJUSTED  DEBITS  (including  balances  in  closed  banks  of  $155,865.74)  3,136,747.44 


TOTAL  _  ...    $1,038,600,275.16 

See  Notes  on  Page  Twenty-six  which  are  an  Integral  Part  of  the  above  Statement. 

EXHIBIT  A 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CONSOLIDATED  BALANCE  SHEET 

December  31,  1936 
LIABILITIES 

CAPITAL  STOCK  AND  SUKPLXJS  (including  capital  surplus  reserved  for  con- 
version of  debentures)  : 

Capital  stock  of  Associated  Gas  and  Electric  Company— Schedule  1   §189,137,543.36 

Consolidated  surplus : 

Capital  surplus  reserved  for  conversion  of  debentures   31,339,415.00 

Capital— Exhibit  C    -    _  ~  ..      65,899,548.75 

Corporate—Exhibit  C   ~      11,842,656.08 


3,219,163.19 


Less  carrying  value  of  stocks  of  Associated  Gas  and  Electric  Company  held 

intercorporately  -  -    127,851,964.76  $170,367,198.43 


Capital  stock,  applicable  surplus  and  accrued  dividends  unpaid  of  General  Gas  &  Electric  Corpo- 
ration ($20,859,983.96)  and  Eastern  Utilities  Investing  Corporation  ($1,544,831.S2)  held  by 
public  (-which  to  the  extent  of  approximately  $18,215,000  is  of  equivalent  rank  to  stocks  of 
Associated  Gas  and  Electric  Company,  obligations  thereof  convertible  into  stock  at  company's 

option,  or  scrip  certificates  for  interest  on  convertible  obligations)  _  ..   22,404,815.78 

Other  subsidiary  companies'  capital  stocks: 

Preferred    „  _    _  „      68,805,713.33 

Common  and  participating  (including  applicable  surplus  or  deficit)   653,195.61 


Total  capital  stock  and  surplus   ..  -  -  -  -  ~  ~  -..  $262,230,923.15 

OBLIGATIONS  OF  ASSOCIATED  GAS  AND  ELECT  RIO  COMPANY  CONVERTIBLE  INTO 
STOCK  AT  COMPANY'S  OPTION  ($49,500,967)  AND  OBLIGATIONS  (INCLUDING  MA- 
TURED AND  ACCRUED   INTEREST)    OF  SUBSIDIARY  COMPANY  OE  EQUIVALENT 

HANK  ($908,959.99)      -  „    -  „  _  ™  ..    50,409,926.99 

SCRIP  CERTIFICATES  FOR  INTEREST  ON  CONVERTIBLE  OBLIGATIONS  OE  ASSOCIATED 

GAS  AND  ELECTRIC  COMPANY  _  _    „    9,829,733.60 

FUNDED  DEBT  AND  INTEREST-BEARING  SCRIP: 

Associated  Gas  and  Electric  Company  (including  §42,569.51  due  in  1937)...™   $268,117,019.33 

Less  fixed  interest  debentures  deposited  and  held  by  escrow  agents  under 

Plan  of  Rearrangement  of  Debt  Capitalization  _   201,102,240.00 


Remainder   ..  _  ..  __..„_     $  67,014,779.33 

Subsidiary  companies: 

Associated  Gas  and  Electric  Corporation   140,935,520.00 

Other  subsidiary  companies  (including  $9,049,578  due  in  1937)  ..   374,807,872.70 


BONDS  CALLED  FOR  REDEMPTION  (including  accrued  interest  and  premium  thereon)  (contra)  10,216,479.05 

MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)  ■    2,660,833.86 

NOTES  PAYABLE  (includes  $4,622,185  covered  by  pledge  of  securities,  including  stocks  and  bonds 

of  subsidiary  companies  eliminated  in  consolidation).—.  -        8,506,576.51 

ACCOUNTS  PAYABLE           5,548,287.45 

TAXES  ACCRUED  .     6,901,478.71 

INTEREST  AND  MISCELLANEOUS  ACCRUALS    >      8,801,226.77 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS   _        5,747,815.93 

GUARANTY"  OF  APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)   4,324,329.90 

RESERVE  FOR  RETIREMENTS,  RENEWALS  AND  REPLACEMENTS  OF  FIXED  CAPITAL 

(including  adjustments  resulting  from  revaluation)  _  _  ..    67,957,547.63 

RESERVE  FOR  PRIOR  YEARS'  FEDERAL  INCOME  TAXES  (subject  to  final  determination)   3,939,939.12 

RESERVE  FOR  DOUBTFUL  ACCOUNTS  RECEIVABLE   .....  _.   1,196,276.41 

CONTRIBUTIONS  FOR  EXTENSIONS— NON  REFUNDABLE   -    _   2,697,650.23 

MISCELLANEOUS  RESERVES  AND  UNADJUSTED  CREDITS   (including  $605,695.91  accrued 

cumulative  dividends  not  currently  being  paid  on  preferred  stocks  of  subsidiaries)   4,813,077.82 

TOTAL  ....„  -   $1,038,600,275.16 

See  Notes  on  Page  Twenty-six  which  ake  an  Integral  Part  of  the  above  Statement. 

EXHIBIT  A 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1936 

(Including  companies  acquired  in  1036  from  dates  of  acquisition  only) 

Operating  Revenues: 

Electric   $92,767,745.36 

Gas  „  ■■  -  ■-_    -   13,466,888.54 

Steam  heating,  water,  ice,  transportation,  etc    9,575,712.56  $115,810,346.46 


Operating  Expenses  and  Maintenance: 

Operating  expenses     ,     $49,500,057.83 

Maintenance   9,661,043.40  59,161,101.23 

Balance  Before  Taxes  and  Provision  for  Retirements....—.     $  56,649,245.23 

Provision  for  Taxes  (including  Federal  income  taxes)-  ~  -  _  12,508,493.98 

Balance  Before  Provision  for  Retirements...™  _    $  44,140,751.25 

Provision  for  Retirements,  Renewals  and  Replacements  of  Fixed  Capitai   9,311,349.05 


Operating  Income  „     $  34,829,402.20 

Other  Income: 

Interest,  dividends,  etc.  (including  $616,495.77  income  of  a  subsidiary  arising  from 

charges  taken  up  by  other  subsidiaries  in  operating  expenses)     $  2,006,866.64 

Less:  Non-operating  expenses   -  —  -    -  ~   241,405.85  1,765,460.79 


Gross  Income         ,  — ™~   $  36,594,862.99 

Deductions  from  Income: 
Subsidiary  companies: 

Operating  utility  and  group  companies: 

Interest  on  funded  debt  ,     $17,862,686.39 

Interest  on  unfunded  debt    _    1,144,000.13 

Less:  Interest  charged  to  construction  (credit)    67,381.95 

Amortization  of  debt  discount  and  expense,   1,373,150.78 

Dividends  on  preferred  stocks  paid  or  accrued.-    4,426,789.86 

Minority  interest  in  net  earnings..™   —    30,059.19  $24,769,310.40 


Associated  Gas  and  Electric  Corporation: 

Interest  on  fixed  interest  debentures   -  -    $  2,418,322.08 

Interest  on  income  debentures     ~    3,575,315.13 

Amortization  of  debt  discount  and  expense   63,423.27  6,057,060.46 


Associated  Gas  and  Electric  Company: 

Interest  on  fixed  interest  debentures     $  3,317,791.03 

Interest  on  income  debentures      81,123.46 

Interest  on  interest-bearing  scrip,  etc        36,504.01        3,435,418.50  34,261,789.36 


Balance  of  Income  (see  notes  below).-  -  _  —  —  -      —     $  2,333,073.63 

See  Notes  on  Page  Twenty  six  WHICH  are  an  Integral  Part  op  the  above  Statement. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

STATEMENT  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1936 

Corporate  Capital 
Surplus  Surplus 

Balance— January  1,  1936   „    $  7,339,550.81  $12,495,023.57 

Adjustment  arising  from  change  in  consolidation  treatment  of  investments  of  sub- 
sidiaries in  Associated  Gas  and  Electric  Company  capital  stock  (§37,025,169.14) 
— (see  note  to  consolidated  balance  sheet  re  capital  stock),  and  from  cancelation 
of  exchanges  of  certain  intercompany  holdings  of  Associated  Gas  and  Electric 

Company  capital  stock  in  1935  ($5,197,100.00)  _  „  _    42,222,269.14 

Balance— January  1,  1936  as  Adjusted....-  „   $  7,339,550.81  $54,717,292.71 

Additions  : 

Balance  of  income  for  the  year— Exhibit  B   „      2,333,073.63 

Surplus  arising  as  a  result  of  the  inclusion  in  consolidation  of  non-utility  subsidiaries 
not  previously  consolidated™    „    2,785,841.14  17,900,485.74 

Reversal  of  accrued  but  unpaid  dividends  on  subsidiaries'  preferred  stocks  reacquired  614,981.60 

Adjustment  of  minority  interest  in  surplus  of  subsidiaries  10,452.80  1,922,151.97 

Adjustment  of  fixed  capital  suspense,  etc.,  charged  to  capital  surplus  in  prior  years  1,019,270.90 

Discount  on  reacquired  bonds  and  debentures  of  subsidiary  companies  and  profit 

on  Bales     1,186,708.33 


Discount  on  reacquisition  and  exchange  of  securities  of  Associated  Gas  and  Electric 

Company  ™    ■     4,145,269.33 

Miscellaneous      »    745,687.10  270,026.72 

Total    _  _      ,    $14,995,389.81  $79,974,497.37 


Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and 
Electric  Company  ($799,140.66)  and  other  out-of-the-ordinary  expenses 
in  connection  with  various  investigations,  legal  cases,  etc.  ($1,034,985.76)    $  1,834,126.42 

Interest  on  obligations  of  Associated  Gas  and  Electric  Company  convertible  into 
stock  at  company's  option: 

Paid  in  scrip  ($2,555,278.94  applicable  to  1936).™.    _    $  9,953,638.70 

Accrued  but  not  due  at  December  31,  1936   ......  _„    287,017.58 

Interest  on  scrip  certificates  for  interest  on  convertible  obligatious  of  Associated 

Gas  and  Electric  Company         32,467.29 

Additional  amount  of  surplus  eliminated  against  intercompany  investments  in  stocks  28,443.95  1,548,437.36 

Surplus  of  non-utility  subsidiary,  transferred  to  reserve   —  —  718,913.86 

Capital  stocks  of  Associated  Gas  and  Electric  Company  reacquired  and/or  retired 

(including  former  intercompany  holdings  at  liquidation  value  of  $424,300)   770,130.84 

Reversal  of  accrual  in  prior  years  of  interest  receivable  on  income  notes  of  affiliated 


company  .. 


Reduction  in  carrying  value  of  investment  in  an  affiliated  company  due  to  inter- 
company sale    —     294,240.00 

Adjustment  of  excess  reproduction  cost  of  fixed  capital,  and  excess  reproduction 

cost  of  property  retired  or  sold  (net)  _    _  -  -  —  1,334,395.99 

Miscellaneous      -   148,501.04  174,105.73 

Total  _        $  3,152,733.73  $14,074,948.62 


Balance— December  31,  1936.   _      „   „   $11,842,656.08  $65,899,548.75 


See  Notes  on  Page  Twenty-six  which  are  an  Integral  Part  op  the  above  Statement. 
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Associated  Gas  and  Electric  Company 
BALANCE  SHEET 

December  31,  1936 
ASSETS 

Investments  in  Subsidiaries: 

Associated  Gas  and  Electric  Corporation — 6,710,000  shares  of  $1.00  par  value  each, 

common  stock  (entire  issue)  at  company's  valuation  _  _   $361,309,810.00 

Eastern  Utilities  Investing  Corporation — at  company's  valuation: 

Class  B  common  (voting)  stock — 50,000  shares — entire  issue.-     25,000.00 

Other  stocks   _    688,344.03 

Notes  receivable: 

Associated  Gas  and  Electric  Corporation  (subordinate  to  all  other  indebtedness 
of  the  corporation)  : 

5%  income  note,  due  December  1,  1980   _      „  „    71,803,220.00 

Non-interest- bearing  note,  due  December  1,  1983     10,000,000.00 

Accounts  receivable: 

Associated  Gas  and  Electric  Corporation     _    1,064,965.55 

Eastern  Utilities  Investing  Corporation™.  _  „    400.00  $444,891,739.58 


Due  raou  Associated  Gas  and  Electric  Securities  Company,  Inc.  (Del.) — Receivable  in  Securi- 
ties or  Associated  Gas  and  Electric  Company  under  Exchange  Otter   51,500.00 

Deposits  for  Matured  Interest  and  Dividends  Payable,  Etc   189,021.37 

Cash     1,358.30 

Miscellaneous  Unadjusted  Debits™.   7,412.95 

Contra  to  Liability  for  Assumption  op  Bonds  of  Subsidiary  Company,  due  19.">3,  Included  in 

Funded  Debt   1,000,000.00 


$446,141,032.20 


LIABILITIES 

Capital  Stock  (Including  Stock  to  be  Issued)  and  Surplus  (including  capital 
surplus  reserved  for  conversion  of  debentures  and  for  other  contingencies)  : 

Stated  capital™.  „  _   -  „    $189,137,543.36' 

Surplus : 

Capital  surplus  reserved  for  conversion  of  debentures   ($31,339,415)   and  for 

other  contingencies  ($49,700,000)       „.  81,039,415.00 

Capital— Exhibit  F         25,244,282.99 

Corporate  (deficit)  (since  January  1,  1936)— Exhibit  F   „  „  1,380,640.09  $294,040,601.26 


Obligations  Convertible  into  Stock  at  Company's  Option  (less  $7,700  in  treasury)     68,303,167.00 

Scrip  Certificates  for  Interest  on  Convertible  Obligations   _  -   10,699,941.35 

Funded  Debt: 

Fixed  interest  debentures  (less  $136,350  in  treasury)     $266,429,980.00 

Less  fixed  interest  debentures  deposited  with  and  held  by  escrow  agents  under  the 

Plan  of  Rearrangement  of  Debt  Capitalization   _      _„  201,102,240.00 


$  65,327,740.00 


Sinking  fund  income  debentures  (less  $831,605  in  treasury)  „   4,829,390.00 

Income  debentures  (less  $10,000  in  treasury)   _        24,600.00 

7%  Interest-bearing  scrip  (including  interest  accrued  to  December  31,  1936,  payable 
at  maturity  of  scrip)  : 

Due  in  1938  (less  $1,376.54  in  treasury).-  „   $616,659.82 

Due  in  1937  (less  $86.25  in  treasury)  .....       42,569.51  659,229.33  70,840,959.33 


Matured  Bond  Interest  (Unpresented  Coupons),  Un presented  Dividend  Checks,  Etc   189,137.27 

Tases  Accrued     65,870.63 

Interest  Accrued   —  _  _    1,435,404.45 

Reserve  for  Taxes  (including  Federal  income  taxes  subject  to  final  determination)  _    466,736.84 

Miscellaneous  Reserves     —    99,214.07 


$446,141,032.20 


See  Notes  on  Pages  Twenty-six  and  Twenty-seven  which  are  an  Integral  Part  of  the  above  Statement. 

EXHIBIT  D 


Page  twenty-two 


Associated  Gas  and  Electric  Company 

STATEMENT  OF  INCOME 

For  the  year  ended  December  31,  1936 


From  subsidiary  com p any— Associated  Gas  and  Electric  Corporation: 

Dividends       ™    $  799,140.66 

Interest  on  note  ™_     «  ..  _„    2,613,433.98  $3,412,574.64 


Provision  for  Taxes.... 


Balance  of  Income  Before  Interest  and  $799, 140.66  Expenses  of  Plan  of  Rearrangement  of 

Debt  Capitalization     „  „  „    $3,296,802.49 

Interest  on  Fixed  Interest  Debentures,  Income  Debentures  and  Sinking  Fund 
Income  Debentures     _  _  $3,467,452.82 

Interest  on  1%  Interest-Bearing  Scrip  and  Unfunded  Debt                                         39,443.95  3,506,896.77 


Loss,  exclusive  of  expenses  of  Plan  of  Rearrangement  op  Debt  Capitalization  ($799,140.66),  In- 
terest on  Obligations  Convertible  into  Stock  at  Company's  Option  ($3,059,462.33),  and 
Interest  on  Scrip  Certificates  for  Interest  on  Convertible  Obligations  ($37,698.63),  which 
were  charged  to  Surplus       $  210,094.2; 


See  Note  on  Page  Twenty-seven  which  is  an  Integral  Part  of  the  above  Statement. 


EXHIBIT  E 
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Associated  Gas  and  Electric  Company 

STATEMENT  OF  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1936 

Corporate  Capital 

Surplus  Surplus 

Balance,  January  1,  1936                                                                                                        —  $35,835,144.37 

Additions  : 

Discount  on  acquisitions  and  exchanges  of  company's  debentures,  etc   2,705,168.80 

Profit  on  intercompany  sale  of  bonds  of  subsidiary  _  ..„  —   605,635.65 

Dividends  received  from  Associated  Gas  and  Electric  Corporation,  paid  out  of 

capital  surplus—      2,800,000.00 

Adjustment  of  interest  and  dividends  applicable  to  prior  periods  „   $  40,242.42 

Miscellaneous   —  -    1,853.41 


$      40,242.42  $41,947,S02.£ 


Deductions  : 

Loss  for  the  year— Exhibit  E_._  -  -  ~   $  210,094.28 

Expenses  of  Plan  of  Eearrangemeut  of  Debt  Capitalization....  —    _  799,140.66 

Interest  on  obligations  convertible  into  stock  at  company's  option: 

Paid  in  scrip  ($2,744,598.24  applicable  to  1936)   „  ~  -   $10,710,916.20 

Accrued  but  not  due  at  December  31,  1936„_  -  ~  —   314,864.09 

Interest  on  scrip  certificates  for  interest  on  convertible  obligations   -  ~   37,698.63 

Eeduetion  in  carrying  value  of  investment  in  common  stock  of  Associated  Gas  and 

Electric  Corporation  equivalent  to  dividends  received  from  it  out  of  capital  surplus  2,800,000.00 

Cancellation  of  exchange  of  securities  in  1935  between  the  company  and  a  subsidiary  2,826,020.00 

Capital  stock  reacquired  and/or  retired — ~™     -  -   345,830.84 

Miscellaneous  _      -    —  -  -  -  --   59,084.85  20,752.20 


Total  —      —   $1,420,882.51  $16,703,519.24 

Balance,  December  31,  1936-   $1,880,640.09*  $25,244,282.99 

*  Corporate  deficit  since  January  1,  1936. 

See  Notes  on  Page  Twenty-seven  which  are  an  Integral  Part  op  the  above  Statement. 

EXHIBIT  F 


Page  twenty-four 


Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 


December  31,  1936 

Dates  to  which 

accumulative      Number  of  shares 
dividends  outstanding 

Description  have  been  paid  with  public 

*  Cumulative  preferred  stock  (without  par  value)  : 

Original  series   -  -  ~   Oct.      1,  1932  38,783 

$5.00  dividend  series  (including  31  shares  to  be  issued,  less  14S,267  shares 

in  treasury)   June  15,  1932  80,813 

$5,50  dividend  series     246 

$6.00  dividend  series  (including  244  shares  to  be  issued,  less  3  shares  in 

treasury)   -  —   June    1,  1932  131,298 

$6.50  dividend  series  (including  40  shares  to  be  issued)   62,071 

$7.00  dividend  series  (including  8  shares  to  be  issued)  -   Oct.     1,  1932  98,588 

*Cumulative  preference  stock  (without  par  value)  : 

$4.00  cumulative  preference  (less  8,423  shares  in  treasury)   May     1,  1932  41,876 

$5.00  cumulative  preference  ~  -  —     None  paid  75 

$5.50  cumulative  preference      —      June  15,  1932  11,985 

$6.00  cumulative  preference  (including  6  shares  to  be  issued)..-   Apr.     1,  1932  4,432 

$6.50  cumulative  preference  (including  5  shares  to  be  issued)   6,807 

Class  A  stock — par  value  $1.00  a  share  (preferred  as  to  assets — -after  liquidation 
of  preferred  and  preference  stocks — up  to  $35.00  a  share,  plus  one-half  of  the 
remaining  assets  after  class  B  and  common  stocks  have  received  in  the  aggre- 
gate an  amount  equal  to  $35.00  a  share  on  the  class  A  stock),  less  1,494,290 

shares  in  treasury         14,570,279 

Class  B  stock — par  value  $1.00  a  share  (preferred  as  to  assets — -after  h'quidation 
of  preferred  and  preference  stocks  and  distribution  of  835.00  a  share  to  holders 
of  class  A  stock — to  $35.00  a  share,  but  not  to  exceed  in  the  aggregate  an 

amount  equal  to  $35.00  a  share  on  the  outstanding  class  A  stock)  _   607,953 

Common  stock — par  value  $1.00  a  share  (less  644,354  shares  in  treasury)   1,106,318 

Optional  stock  purchase  warrants  -    -  -   6,038,691.5  wts. 

New  optional  stock  purchase  warrants  ..  _  ....  5,025.975  wts. 


Warrants  on  Associated  Gas  and  Electric  Corporation  8%  bonds,  due  1940,  for 
purchase  of  85,732.9  shares  of  Associated  Gas  aud  Electric  Company  common 
stock  ..  _   

See  Notes  on  Page  Twenty-seven  which  are  an  Integral  Part  of  the  above  Statement. 


SCHEDULE  I 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 


NOTES  TO  CONSOLIDATED  BALANCE  SHEET  (Pages  Eighteen  and  Nineteen) 

The  fixed  capital  and  investments  as  shown  above  are  a  consolidation  of  the  amounts  shown  by  the  books  of  the  parent 

and  subsidiaries  and  do  not  purport  to  represent  realizable  values  or  an  appraisal  at  the  date  of  the  balance  sheet. 
Debt  discount  aud  expense  of  Associated  Gaa  and  Electric  Company  aud  Eastern  Utilities  Investing  Corporation  on 

bonds  still  outstanding  has  been  charged  to  capital  surplus. 
Certain  securities  of  subsidiary  companies  and  accounts  receivable  from  subsidiary  companies  which  eliminate  in  the 

above  statement  are  pledged  as  collateral  to  notes  payable  and  funded  debt  or  deposited  under  escrow  or  other 

agreements. 

The  capital  stock  of  Associated  Gas  and  Electric  Company  includes  $6,374,537  unsurrendered  convertible  debenture 
certificates,  etc.,  which  have  been  called  for  conversion  into  cumulative  preferred  and  preference  stocks.  The 
amount  shown  for  capital  stock  of  Associated  Gas  and  Electric  Company  includes  stock  held  by  subsidiaries  which 
is  deducted  at  carrying  value  from  the  aggregate  of  the  capital  stock  of  the  company  and  consolidated  surplus.  At 
December  31,  1935,  the  amount  shown  for  capital  stock  of  Associated  Gas  and  Electric  Company  was  after  elimin- 
ation of  intercompany  holdings  at  the  value  to  which  entitled  in  liquidation  ($86,733,831),  the  difference  between 
such  value  and  the  carrying  value  being  eliminated  from  consolidated  capital  surplus. 

At  December  31,  1936,  undeclared  cumulative  dividends  on  preferred  and  preference  stocks  of  Associated  Gas  and 
Electric  Company  (including  stock  issuable  for  obligations  called  for  conversion)  amounted  to  $11,791,848.75. 

Notices  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1927  to  1933,  inclusive,  and 
excess  profits  taxes  for  the  year  1933,  aggregating  £50,962,163.71,  with  demands  for  immediate  payment  and  notice 
of  tax  liens,  addressed  to  Associated  Gas  and  Electric  Company  and/or  the  company  and  its  subsidiaries,  have  been 
served  on  the  company.  These  assessments  are  being  contested  and  in  the  opinion  of  the  companies'  tax  counsel, 
there  is  no  liability  for  additional  taxes.  Petitions  for  the  years  1929  and  1930  have  been  filed  with  the  Board  of 
Tax  Appeals  claiming  refund  of  overpayment  for  1929  and  showing  no  tax  due  for  1930.  Petitions  for  the  other 
years  are  in  course  of  preparation.  In  addition,  assertions  of  approximately  $6,060,000  (which  are  being  contested) 
have  been  made  against  subsidiary  companies,  and  Associated  Gas  and  Electric  Company  may  have  a  liability  in 
connection  with  assessments  against  affiliated  companies. 

In  April,  1937,  claims  for  counsel  fees  and  disbursements  in  connection  with  the  reorganization  proceedings,  aggregat- 
ing $875,000,  were  filed  with  Hon.  Julian  W.  Mack,  United  States  Circuit  Judge,  on  behalf  of  attorneys  and  counsel 
for  petitioning  creditors  and  the  General  Protective  Committee  and  its  counsel.  These  claims  are  to  be  passed  upon 
by  Judge  Mack.  The  company  is  opposing  allowances  in  the  amounts  claimed,  as  exorbitant.  No  provision  for  such 
claims  has  been  made  in  the  consolidated  balance  sheet. 

The  consolidated  balance  sheet  does  not  give  effect  to  the  sale  to  the  public  during  the  latter  part  of  1936  of  $13,906,500 
principal  amount  of  4%  first  mortgage  bonds  of  a  subsidiary  company  which  were  not  issued  and  delivered  until 
January,  1937.  Pending  issue  of  these  bonds,  the  proceeds  of  sale  were  temporarily  deposited  against  interim 
certificates. 

Interest  was  past  due  on  $736,000  principal  amount  of  bonds  of  Eastern  Utilities  Investing  Corporation  held  by  public. 
Provision  has  been  made,  however,  in  the  statements  for  the  interest  accrued  to  December  31,  1936. 

The  above  statement  includes  Utilities  Employees  Securities  Company  and  its  subsidiary  which  were  not  consolidated  in 
prior  years.  The  companies  had  investments  at  December  31.  1936.  in  funded  debt  securities  of  Associated  Gas  and 
Electric  Company  and  its  subsidiaries  of  $31,106,930.25  principal  amount,  obligations  of  Associated  Gas  and  Elec- 
tric Company  convertible  into  stocks  at  that  company's  option  of  $138,500  principal  amount,  and  in  preferred  stocks 
of  subsidiaries  of  the  Associated  Gas  and  Electric  Company  of  $329,100  par  or  stated  value. 

NOTES  TO  STATEMENT  OF  CONSOLIDATED  INCOME  (Page  Twenty) 

The  above  statement  does  not  include  (1)  expenses  in  connection  with  Plan  of  Rearrangement  of  Debt  Capitalization 
of  Associated  Gas  and  Electric  Company,  $799,140.66,  (2)  out-of -the- ordinary  expenses  in  connection  with  various 
investigations,  legal  cases,  etc.  (charged  to  operating  or  non-operating  expenses  by  subsidiaries),  $1,034,985.76, 
(3)  interest  on  obligations  of  Associated  Gas  and  Electric  Company  (payable  only  as'declared)  convertible  into  stock 
at  company's  option,  $2,842,296.52,  and  (4)  interest  on  scrip  certificates  for  interest  on  convertible  obligations  of 
Associated  Gas  and  Electric  Company,  $32,467.29.    These  charges  of  $4,708,890.23  are  shown  in  consolidated  surplus. 

Debt  discount  and  expense  applicable  to  bonds  of  Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Invest- 
ing Corporation  still  outstanding  was  charged  to  capital  surplus  in  prior  years  and  no  charge  for  amortization  thereof 
has  been  made  against  income  in  1936. 

The  above  statement  includes  net  income  of  $951,484.64  attributable  to  Utilities  Employees  Securities  Company  and  its 
subsidiary,  which  were  not  consolidated  prior  to  1936. 

NOTES  TO  STATEMENT  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS  (Page  Twenty-one) 

The  corporate  deficit  of  Associated  Gas  and  Electric  Company  to  December  31,  1935,  was  transferred  to  capital  surplus 
prior  to  January  1,  1936. 

The  above  statement  of  corporate  surplus  does  not  include  any  charge  for  amortization  of  debt  discount  and  expense  of 
Associated  Gas  and  Electric  Company  and  Eastern  Utilities  Investing  Corporation ;  all  such  discount  and  expense 
has  been  charged  to  capital  surplus  in  prior  years. 

See  note  to  consolidated  balance  sheet  regarding  cumulative  dividends  in  arrears  for  which  no  provision  has  been  made 
above. 

NOTES  TO  PARENT  COMPANY  BALANCE  SHEET  (Page  Twenty-two) 

The  investments  are  as  shown  by  the  books  and  do  not  purport  to  represent  realizable  values  or  an  appraisal  at  the  date 
of  the  balance  sheet. 

*  Includes  $6,375,537  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been  called  for  conversion  into 
cumulative  preferred  and  preference  stocks. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 


NOTES  TO  PARENT  COMPANY  BALANCE  SHEET  (Page  Twenty-two)  —  Continued 

At  December  31,  1936,  undeclared  cumulative  dividends  on  preferred  and  preference  stocks  (including  stock  issuable 
for  obligations  called  for  conversion)  held  by  the  public  amounted  to  §11,791,848.75.  In  addition,  undeclared  cumu- 
lative dividends  on  such  securities  held  by  subsidiary  companies  amounted  to  $28,821,736.85. 

The  company  has  a  contingent  liability  in  connection  with  a  joint  agreement  to  indemnify  another  corporation  for  any 
loss  sustained  through  its  guarantee  of  principal  and  interest  on  joint  and  refunding  mortgage  5%  bonds  of  Empire 
Gas  and  Electric  Company  and  Empire  Coke  Company  (principal  amount  $4,543,000,  due  iu  1941,  of  which  $14,000 
are  held  in  treasury  of  Empire  Gas  and  Electric  Company  and  $1,860,000  pledged  with  trustee  as  collateral  to 
Empire  Gas  and  Electric  Company's  general  and  refunding  mortgage  bonds  6%  series  A,  due  1952)  and  of  dividends 
on  Empire  Gas  and  Electric  Company's  series  A  Q%  cumulative  preferred  stock.  There  was  no  interest  on  the  bonds 
or  dividends  on  the  stock  (in  hands  of  public)  due  and  unpaid  at  December  31,  1936.  The  company  also  has  a 
contingent  liability  as  guarantor  of  interest  up  to  8%  per  annum  on  $2,552,840  principal  amount  of  income  bonds  of 
Utilities  Employees  Securities  Company  (an  indirect  subsidiary)  issued  to  employees  of  companies  in  the  Associated 
Gas  &  Electric  System.  There  was  no  interest  due  and  unpaid  on  these  bonds  at  December  31,  1936. 

Notices  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1927  to  1933,  inclusive,  and 
excess  profits  taxes  for  the  year  1933,  aggregating  $50,962,163.71,  with  demands  for  immediate  payment  and  notice  of 
tax  liens,  addressed  to  Associated  Gas  and  Electric  Company  and/or  the  company  and  its  subsidiaries,  have  been 
served  on  the  company.  These  assessments  are  being  contested  and  in  the  opinion  of  the  company's  tax  counsel,  there 
is  no  liability  for  additional  taxes.  Petitions  for  the  years  1929  and  1930  have  been  filed  with  the  Board  of  Tax 
Appeals  claiming  refund  of  overpayment  for  1929  and  showing  no  tax  due  for  1930.  Petitions  for  the  other  years 
are  in  course  of  preparation.  Additional  claims  for  Federal  taxes,  which  are  being  contested,  have  been  asserted  or 
assessed  against  subsidiary  and  affiliated  companies,  for  which  some  liability  may  exist  against  Associated  Gas  and 
Electric  Company,  if  sustained. 

In  April,  1937,  claims  for  counsel  fees  and  disbursements  in  connection  with  the  reorganization  proceedings,  aggregating 
§875,000,  were  filed  with  Hon.  Julian  W.  Mack,  United  States  Circuit  Judge,  on  behalf  of  attorneys  and  counsel  for 
petitioning  creditors  and  the  General  Protective  Committee  and  its  counsel.  These  claims  are  to  be  passed  upon  by 
Judge  Mack.  The  company  is  opposing  allowances  in  the  amounts  claimed,  as  exorbitant.  No  provision  for  such 
claims  has  been  made  in  the  above  balance  sheet. 

NOTE  TO  PARENT  COMPANY  STATEMENT  OF  INCOME  (Page  Twenty-three) 

No  provision  has  been  made  in  the  above  statement  for  amortization  of  debt  discount  and  expense.  All  such  discount 
and  expense  has  been  charged  to  capital  surplus. 

NOTES  TO  PARENT  COMPANY  STATEMENT  OF  CORPORATE  AND  CAPITAL  SURPLUS   (Page  Twenty-four) 

All  debt  discount  and  expense  has  been  charged  to  capital  surplus. 

See  note  to  balance  sheet  regarding  dividends  in  arrears  for  which  no  provision  has  been  made  above. 

NOTES  TO  STATEMENT  OF  CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  (Page  Twenty-five) 

*  Includes  shares  represented  by  $6,374,537  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been 
called  for  conversion  into  cumulative  preferred  and  preference  stocks,  as  follows:  cumulative  preferred,  $5.00  divi- 
dend series,  8,920  shares ;  $5.50  dividend  series,  86  shares ;  $6.00  dividend  series,  47,064  shares ;  $6.50  dividend  series, 
3,044  shares;  $7.00  dividend  series,  2,971  shares;  and  1,671  shares  of  $6.00  cumulative  preference. 

t  Includes  10,726  shares  represented  by  transferable  subscription  receipts;  65,317  shares  represented  by  6%  convertible 
debenture  certificates  for  class  A  stock;  and  774  shares  represented  by  class  A  receipts  for  6%  convertible  debenture 
certificates,  series  C. 

The  cumulative  preferred  stock  is  preferred  as  to  assets,  in  the  event  of  liquidation,  up  to  $100.00  a  share,  plus  any 

unpaid  cumulative  dividends,  except  in  the  case  of  the  original  series  preferred  stock  which  is  preferred  up  to  $50,0*0 

a  share,  plus  any  unpaid  cumulative  dividends. 
After  the  liquidation  of  the  preferred  stocks  the  cumulative  preference  stock  is  preferred  as  to  assets  up  to  $100.00  a 

share,  plus  any  unpaid  cumulative  dividends,  except  in  the  case  of  the  $4.00  cumulative  preference  stock  which  is 

preferred  up  to  $50.00  a  share,  plus  any  unpaid  cumulative  dividends. 
For  statement  purposes,  the  cost  of  treasury  stock  lias  been  charged  to  capital  surplus. 

Stocks  of  Associated  Gas  and  Electric  Company  held  by  companies  included  in  the  consolidation  and  which  eliminate 
above  are  as  follows:  cumulative  preferred,  $».00  dividend  series,  127,171  shares;  $6.00  dividend  series,  10  shares; 
$4.00  cumulative  preference,  769,046  shares;  $6.00  cumulative  preference,  367,799  shares;  $6.50  cumulative  prefer- 
ence, 7,435  shares;  due  bills  for  28,130  shares  $6.50  cumulative  preference;  and  class  A,  15  shares. 

There  is  no  separate  stated  value  assigned  to  the  various  classes  of  capital  stock  on  the  books  of  Associated  Gas  and 
Electric  Company.  The  stated  value  for  all  of  the  stocks  is  $189,137,543.36.  The  stocks  held  interoorporately  have  a 
preference  value  in  liquidation  of  $91,506,800  and  are  deducted  in  the  consolidated  balance  sheet  from  the  aggregate 
of  the  stated  value  for  capital  stock  of  the  company  and  the  consolidated  corporate  and  capital  surplus,  at  their 
carrying  value  of  $127,851,964.76. 


COMPANY  NOTE  NOT  A  PART  OF  ACCOUNTANT'S  REPORT 

A  petition  was  recently  filed  with  the  U.  S.  Board  of  Tax  Appeals  for  the  year  1931,  showing  no  tax  due  for  that  year. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1932  to  1936,  inclusive 

ASSETS  SIDE 

1936 

1S36 

1934 

1933 

1932 

Fixed  Capital  

t  890,923,730.82 

S  867,440,853.75 

$742,698,589.42 

$746,504,548.27 

$769,431,677.26 

Investments 

74,885,239.90 

75,519,197.10 

70,480,072.91 

71,440,425.88 

73,230,375.24 

Deposits  for  Matured  Bonds, 
and    Bond    Interest,  etc. 
(contra)   _„ 

2,660,833.86 

3,775,008.82 

1,348,778.07 

802,759.92 

648,655.90 

Deposits  for  Sinking  Funds, 

2,054,369.91 

2,324,342.33 

538,047.22 

505,980.51 

324,433.12 

Deposits  for  Bonds  Called — 

10,216,479.05 

15,839,546.00 

- 

Cash  and  Time  Deposits  

8,225,797.13 

6,016,503.19 

7,458,442.37 

7,065,586.46 

7,946,953.88 

Notes  and  Accounts  Eeceiv- 

12,168,104.32 

12,448,292.36 

9,819,612.55 

10,324,870.18 

11,190,018.50 

Materials,  Supplies  and  Mer- 
chandise  i  

6,337,022.78 

5,915,298.65 

4,236,756.65 

3,855,291.27 

4,277,342.10 

Appliance  Accounts  Receiv- 
able Sold  (contra)  _  

4,324,329.90 

2,047,173.56 

— 

— 

- 

Prepaid  Expenses    

1,077,543.89 

454,913.50 

374,866.39 

448,547.18 

557,620.92 

Unamortized  Debt  Discount 
and  Expense  

22,590,076.16 

22,571,147.63 

7,938,790.46 

9,592,769.17 

- 

Miscellaneous  Unadjusted 
Debits  _  

3,136,747.44 

2,352,794.00 

1,198,600.25 

1,209,019.21 

919,484.36 

Total  Assets  Side  

$1,038,600,275.16 

$1,016,705,070.89 

♦846,092,556.29 

$851,749,798.05 

$868,526,561.28 

Note: 

The  above  statement  ie  based  on 
comparable. 

published  balance  sheets  as  of  the  respective  dates,  which 

have  not  been  adjusted  to  be  strictly 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1932  to  1936,  inclusive 


LIABILITIES  SIDE  AND  CAPITAL 


1936 

1935 

1934 

1933 

1932 

Capital  Stock  and  Surplus 

(including  surplus  reserved  for 

conversions  and  other  contin- 

gencies) : 

Associated  Gas  and  Electric 

170  367  198.43 

169  677  053.14 

$172  438  383  29 

41  '^d  idR  978  90 

41  9,1  Q2Q  on 

Stocks,  the  majority  of  which 

are  of  equal  rank  with  stocks 

of  Company   

22,404,815.78 

24,649,501.87 

24,150,004.57 

31,008,527.51 

36,281,486.25 

Subsidiary  companies  ■ 

Preferred  stocks   -  ~  

68,805,713.33 

66,084,518.33 

33,342,323.33 

35,091,933.33 

36,541,871.67 

Common     stocks,  including 

pp  '              -p  s 

u  Do  f  ±y  D.OX 

OOo  no 
auy,oo  ±,v)6 

325,172.34 

63,982.72 

275,316.83 

Total    Capital  Stock 

262,230,923.15 

| 

260,720,724.36 

$230,255,883.53 

$220,612,722.46 

§19S,0S7,314.74 

Obligations     convertible  into 

stock  at  Company's  option  and 

obligations  of  equivalent  rank...§ 

50,409,926.99 

$ 

51,821,783.00 

$  52,843,234.00 

$  63,030,048.00 

$  68,780,077.32 

Scrip  certificates  for  interest  on 

9,829,733.60 

— 

— 

— 

— 

Funded  Debt: 

Associated  Gas  and  Electric 

268  117  019.33 

$ 

268  087  647.17 

$269  052  633  92 

4°0.]  049  079  87 

Less    debentures    held  by 

Escrow  Agents   -  —  

201,102,240.00 

192,246,590.00 

167,546,860.00 

108,673,800.00 

— 

■RrnnninHivr  $ 

67,014,779.33 

t 

75,841,057.17 

$101,505,773.92 

$155,368,279.87 

$254,426,064.04 

Associated    Grt  s    and    E  lertrit' 

Corporation  —   

140,935,520.00 

143,877,995.00 

115,758,965.00 

75,500,935.00 

7,413,820.00 

Other  subsidiary  companies  

374,807,872.70 

351,864,065.56 

247,648,722.72 

248,443,291.79 

251,805,249.15 

Total  Funded  Debt  S 

582,758,172.03 

$ 

571,583,117.73 

$464,913,461.64 

$479,312,506.66 

$513,645,733.19 

Bonds  Called  for  Redemption  § 

10,216,479.05 

* 

15,712,004.98 

— 

— 

— 

Matured  Bonds  and  Bond  In- 

terest (contra) 

2,660,833.86 

3,775,008.82 

$  1,348,778.07 

$  802,759.92 

$  648,655.90 

Notes  Payable 

8,566,576.51 

11,047,193.24 

5,570,598.78 

3,916,600.92 

5,790,299.73 

Accounts  Payable   m  ..... 

5,548,287.45 

4,815,386.16 

3,030,473.41 

3,371,426.98 

2,770,475.73 

Accrued  Accounts  

15,702,705.48 

13,516,415.91 

14,042,913.62 

11,853,684.69 

12,124,899.94 

Consumers'  Deposits 

5,747,815.93 

5,419,697.88 

4,280,620.74 

4,075,203.50 

4,134,587.00 

Guaranty   of  Appliance 

Accounts   Receivable  Sold 

(contra)  

4,324,329.90 

2,047,173.56 

Reserve  for  Retirements  ™_. 

67,957,547.63 

64,563,910.66 

58,475,139.86 

51,726,595.40 

51,919,171.37 

Other  Reserves  and  Unad- 

justed Credits  

12,646,943.58 

11,682,654.59 

11,331,462.64 

13,048,249.52 

10,625,346.36 

Total  Liabilities  Side 
and  Capital  51,038,600,275.16 

$1,016,705,070.89 

$846,092,556.29 

$851,749,798.05 

$868,526,561.28 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 

(Including  acquired  properties  only  since  dates  of  acquisition) 


For  year 

ended  December 

31et 

1936 

1935 

1934 

1933 

1932 

Operating  Revenues: 

$  92,767,745.36 

$73,190,931.25 

$65,993,443.04 

$64,270,440.95 

$66,182,889.65 

Wan   

13,466,888.54 

12,106,353.98 

11,381,493.47 

10,844,081.24 

11,617,219.62 

Steam  heating,  water,  ice,  transpor- 

tation, etc  ... 

9,575,712.56 

7,918,432.10 

6,598,152.05 

6,216,779.05 

7,026,347.59 

Total 

$115,810,346.46 

$93,215,717.33 

$83  973  088.56 

$81  331  301.24 

$84,826  456.86 

Operating  Expenses  and  Mainte- 

59,161,101.23 

48,319,901.56 

42,901,872.69 

40,854,769.15 

40,771,013.68 

Balance  „      _  

$  56,649,245.23 

144,895,815.77 

$41,071,215.87 

$40,476,532.09 

$44,055,443.18 

Provision  for  Taxes  .... 

12,508,493.98 

9,799,411.27 

8,589,951.92 

7,855,422.20 

6,858,232.01 

4  AA  1  ACl  7*11  9t 

43^  ooff  a(\a  =10 

4T7  AB1  Ofiq  Qt 

4H0  KOI  1  OQ  QO 

457  107  911  17 
jo  t  ,iy  1 ,  illl.l  I 

Provision  for  Kftireaients 

9  311  349.05 

8  081  815.82 

7  329  680.04 

6  815  360.98 

7  251  309.08 

Operating  Income   

*  34,829,402.20 

$27,014,588.68 

$25,151,583.91 

$25,805,748.91 

$29,945,902.09 

Other  Income  (net)  

1,765,460.79 

1,690,741.98 

1,140,840.26 

1,725,077.05 

2,776,733.33 

Gross  Income  _   

*  36,594,862.99 

$28,705,330.66 

$26,292,424.17 

$27,530,825.96 

$32,722,635.42 

Deductions  from  Income  of  Subsid- 

iary Companies  _    

30,826,370.86 

23,998,477.24* 

20,443,326.37* 

17,693,017.50* 

17,351,924.72* 

Balance  ...                     ,  , 

$  5,768,492.13 

$  4,706,853.42 

$  5,849,097.80 

$  9,837,808.46 

$15,370,710.70 

t  Fixed  Deductions  from  Income  of 

Associated    Gas    and  Electric 

Company  .  „  

3,435,418.50 

4,398,040.41 

6,029,000.62 

11,516,298.34 

12,366,102.73 

Balance  ..„    _.  

$  2,333,073.63 

$  308,813.01 

t  179,901.82% 

$  1,678,489.88% 

$  3,004,607.97 

Notes : 

*  Exclusive  of  that  portion  of  such  charges  ranking  after  fixed  interest  of  Associated  Gas  and  Electric  Company, 
f  Includes  no  interest  on  income  obligations  convertible  into  stock  at  company's  option  or  charges  ranking  therewith, 
t  Loss. 

The  statement  does  not  include  out-of-the-ordinary  expenses  in  connection  with  various  investigations,  legal  cases,  etc.,  charged  to 
operating  or  non-operating  expeuses  by  subsidiaries  but  to  corporate  surplus  in  consolidated  statements  for  the  years  ended  December 
31,  193(5,  1935  and  1934.  It  also  does  not  include  expenses  in  connection  with  the  Plan  of  Rearrangement  of  Debt  Capitaliza- 
tion of  Associated  Gas  and  Electric  Company. 

The  figures  above  are  for  the  purpose  of  indirating  tiie  trend  of  earnings,  and  have  not  been  adjusted  to  be  strictly  comparable  for 
the  entire  five-year  period.  The  amounts  shown  for  the  years  1932,  1933  and  1934  differ  from  the  published  reports  for  those  years, 
due  to  revisions  in  the  comparative  statements  in  subsequent  reports. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


*Capital  stock  of  Associated  Gas  and  Electric  Company 

Shares 
outstanding 

Shares  eliminated 
in  consolidation 

Shares  held 
by  public 

P    f        1  ■ 

Uri^1I)<tl      OtTlf'.S  t.UIU  lllatlCO       \§.t.-)t)y  _..._„..   

38  783 

38  783 

$7.00  Series    Cumulut i ve   .......... —          m  .....  

62*071 

62071 

$6.00  Series — Cumulative    „  „  

m'soH 

10 

13l'298 

$5.50  Series  -  Cumulative     

246 

246 

$5.00  Series — Cumulative    „    

207,984 

127,171 

80,813 

Preference: 

$0.50  Series — Cumulative  „._._„ 

42  372 

35  565 

6,807 

$6.00  Scries — Cumulative  . —  _   

372^231 

367^799 

4,432 

$5.50  Series  -  Cumulative     »  —    

11,985 

11,985 

$5.00  Series — Cumulative   ~  ~  ~  _  _  

75 

75 

$4.00  Series-  -Cumulative    

810,922 

769,046 

41,876 

Cla.ss  A   

4,570,294 

15 

4,570,279 

Cln«a  R   

607,953 

607,953 

Pommnn 

1,106.318 

1,106,318 

Optional  Stoek  Purchase  Warrants....-     

1,207,738.3* 

l,207,738.3t 

New  Optional  Stock  Purchase  Warrants.     

100,519.51 

100,519.5t 

Common  Stock  Purchase  Warrants  _,    

92,127.6} 

6,394.7} 

85,732.9} 

*  Includes  unsurrendered  Convertible  Debenture  Certificates,  etc., 

and  preference  stocks,  as  explained  in  previous  reports. 
T  Maximum  number  of  shares  of  Class  A  Stock  issuable  upon  exercis 
t  Shares  of  Common  Stock  issuable  upon  exercise  of  warrants. 

which  have  been 
e  of  warrants. 

called  for  conversion  into 

cumulative  preferred 

Amount 

Amount 

Amount 

Funded  debt  of  Associated  Gas  and 

In  teres 

Amount 

eliminated  in 

held  by 

held 

Electric  Company 

rate  % 

outstanding 

consolidation 

Escrow  Agents 

by  public 

Debentures,  due  1983    

4 

$13,967,000.00 

$12,822,900.00 

$1,144,100.00 

Convertible  Debentures,  due  1977   

5% 

8,087,300.00 

$48,000.00 

5,810,000.00 

2,229,300.00 

Debenture  Bonds,  Consolidated  Refunding : 

Series  due  1968    _ 

5 

85,585,900.00 

62,987,000.00 

22,598,900.00 

Series    due  1QM8 

4% 

16,923,500.00 

13,680,100.00 

3,243,400.00 

Convertible  Debentures,  due  1950   _  

5 

49,935,000.00 

34,545,300.00 

15,389,700.00 

Convertible  Debentures,  due  1949  .....  .  

4% 

65,336,500.00 

52,407,700.00 

12,928,800.00 

Convertible  Debentures,  due  1948    

414 

3,886,350.00 

2,577,990.00 

1,308,360.00 

Convertible  Investment  Certificates  

5V4 

14,251,900.00 

72,000.00 

10,369,900.00 

3,810,000.00 

Convertible  Debenture  Bonds,  due  1965   

5 

7,456,530.00 

5,901,350.00 

1,555,180.00 

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A       

5V4 

277,295.00 

8,770.00 

268,525.00 

Series  B       

5 

749,695.00 

85,220.00 

664,475.00 

Series  C       

4% 

247,530.00 

46,900.00 

200,630.00 

Series  D    ,  H  

4 

173,070.00 

13,800.00 

159,270.00 

Sinking  Fund  Income  Debentures,  due  1986: 

Series  A       _   

5'/. 

136,130.00 

78,730.00 

57,400.00 

Series  B       

5 

1,799,680.00 

1,421,770.00 

377,910.00 

Series  C  

4% 

1,308,540.00 

940,140.00 

368,400.00 

Series  D  

4 

137,450.00 

110,850.00 

26,600.00 

Income  Debentures,  due  1983     

5 

24,600.00 

24,600.00 

Interest-Bearing  Scrip,  due  1937  aud  1938 

7 

659,229.33" 

659,229.33* 

Total   

$67,014,779.33 

*  Includes  accrued  interest,  payable  at  maturity. 


Amount  Amount 
irest  Amount  eliminated  held 

1  %  outstanding  in  consolidation  by  public 

Due  1941  and  1014       4  $10,603,876X0       $     870,207.75  $  9,735,608.91 

Due  1947  „  „     4'^  94,004.69  94,004.69 


$9,829,733.60 


ultiplfs  of  $100  principal  amount. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Obligations  of  Associated  Gas  and  Electric  Company  convertible 

Amount 

Amount 

into  stock  at  Company's  option  and  obligations  of 

Interest 

eliminated 

held 

subsidiary  company  of  equivalent  rank. 

rate  % 

outstanding 

in  consolidation 

by  public 

Associated  Gas  and  Electric  Company: 

Convertible  Obligations,  Series  A   _   

7 

$  3,487,050.00 

t  2,000.00 

$  3,485,050.00 

Convertible  Obligations,  Series  A_  —   

6% 

1,178,600.00 

8,000.00 

1,170,600.00 

Convertible  Obligations,  Series  A      

6 

25,215,556.00 

67,800.00 

25,147,756.00 

Convertible  Obligations,  Series  A  -  —  -  - 

5^ 

364,561.00 

364,561.00 

Convertible  Obligations,  Series  A    

36,397,300.00 

18,724,400.00 

17,672,900.00 

Convertible  Obligations,  Series  B   — 

6 

1,660,100.00 

1,660,100.00 

Eastern  Utilities  Investing  Corporation: 

Debentures,  due  1954   „     ._    _ 

3,282,629.98* 

2,373,669.99* 

908,959.99* 

Total  „  

$50,409,926.99 

*  Includes  matured  and  accrued  interest. 

Capital  stock  of  General  Gas  Sc  Electric  Corporation  and 

Shares 

Shares  eliminated 

Shares  held 

Eastern  Utilities  Investing  Corporation 

outstanding 

in  consolidation 

by  public 

General  Gas  &  Electric  Corporation: 

$5.00  Prior  Preferred 

17,999.9 

2,136 

15,863.9 

$8.00  Preferred  ............... 

15,343.85 

13,351.5 

1,992.35 

$7.00  Preferred   

22,266.9 

18,428.5 

3,838.4 

$6.00  Convertible  Preferred,  Series  A  and  B  

619,804 

591,216 

28,588 

Class  A — Common   

  4,911,749 

2,622,247 

2,289,502 

Class  B — Common     ,  

  3,047,000 

3,036,532 

10,468 

Eastern  Utilities  Investing  Corporation  : 

Prior  Preferred — ($5.00)     —  — 

12,815 

12,737 

78 

$7.00  Preferred 

347 

— 

347 

$6.00  Preferred  .„        

9,391 

9,321 

70 

Participating  Preference    »  _  _   

23,402 

23,301 

101 

Class  A — Common   

69,445 

25,912 

43,533 

Preferred  stocks  of  otlier  subsidiary  companies 

Rate 

Shares 

 Si!  ~ — Td~ 

 Sha  sheld 

per  sha 

re  outstanding 

in  consolidation 

by  public 

Eastern  Shore  Public  Service  Company    

$6.50 

14,538 

14,538 

Eastern  Shore  Public  Service  Company   „   

6.00 

20,177 

20,177 

Empire  Gas  and  Electric  Company — Series  A   

6.00 

3,150 

1,850 

1,300 

Empire  Gas  and  Electric  Company — Series  C   

7.00 

13,816 

8,553 

5,263 

Empire  Gas  and  Electric  Company — Series  D.   

6.00 

9,803 

7,762 

2,041 

Florida  Power  Corporation   _. 

3.50 

5,940 

420 

5,520 

Florida  Power  Corporation    

7.00 

28,762 

28,762 

Florida  PubLic  Service  Company      — 

7.00 

21,652 

21,554 

98 

Georgia  Power  and  Light  Company  .    

6.00 

10,572 

10,572 

Keystone  Public  Service  Company 

2.80 

11,939 

2,665 

9,274 

Metropolitan  Edison  Company — -Prior  Preferred  

7.00 

5,734 

200 

5,534 

Metropolitan  Edison  Company— Prior  Preferred  

6.00 

91,802 

519 

91,283 

Metropolitan  Edison  Company — Prior  Preferred  

5.00 

199 

61 

138 

Metropolitan  Edison  Company  

7.00 

11,518 

10,920 

598 

Metropolitan  Edison  Company-   

6.00 

95,886 

82,371 

13,515 

Metropolitan  Edison  Company  -   

5.00 

5,686 

5,510 

176 

Municipal  Service  Company  

6.00 

53,289 

106 

53,183 

New  Jersey  Power  &  Light  Company-    — - 

6.00 

33,060 

22,187 

10,873 

New  Jersey  Powor  &  Light  Company  —   ■■— ~ 

5.00 

1,041 

1,023 

18 

New  York  Central  Electrie  Corporation  

7.00 

46,681 

38,371 

8,310 

NY  PA  NJ  Utilities  Company — Non-Cumulative  

3.00 

6,138.2 

443.6 

5,694.6 

Ohio-Midland  Light  and  Power  Company  

5.00 

1,978.6 

1,888.87 

89.73 

5.00 

123,466 

42 

123,424 

Pennsylvania  Edison  Company  

2.80 

84,029 

60 

83,969 

Rochester  Gas  and  Electric  Corporation — Series  C  

6.00 

27,000 

12,676 

14,324 

Rochester  Gas  and  Electric  Corporation — Series  D_  

6.00 

171,871 

16,662 

155,209 

Rochester  Gas  and  Electric  Corporation — Series  E  

5.00 

40,000 

40,000 

South  Carolina  Electric  &  Gas  Company  -  —  „ 

7.00 

38,105 

36,525 

1,580 

Tide  Water  Power  Company  

6.00 

23,858 

23,858 

Virginia  Public  Service  Company. —  

7.00 

40,440 

40,440 

"Virginia  Public  Service  Company  

6.00 

53,779 

53,779 

York  Railways  Company       

2.50 

32,000 

27,584 

4,416 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Common  and  participating  stocks  of  other  subsidiary  companies 

Shares                 Shares  eliminated 
outstanding               in  consolidation 

Shares  held 
by  public 

Th    Glari  nffie    P      r  0  m  an      Parti  i  atin 



44,530 

39,794.8 

4  735.2 

Miinicipal°Servkie1  Company  0mpany      ar  lcipa  mS--— 

62,267.3 

62,099.7 

Ohio-Mi  d  1  ■  l  i  ul  1  i  "L]it  '  i  in  I  l"'u wer  ( ti  v — Class  A 

3,778.6 

3,611.77 

166.83 

1,000 

970 

30 

Utilities  'M  [i  1  u [i  f   \I : 1 1 ln  w ' nit 't 1 1    \ssoi"i;t  tion  Iuc 

102,320 

85,020 

17  300* 

West  Vi  i,|rin  in  T^i^lit   Ht'.'lt  and  Power  Company 

5,000 

4,655 

345 

York  R- 1 1 1  vva  vs  '  'ornpany 

50,000 

49,594 

406 

Held  bj  al'lihated  companies. 

Interest 

Amount 

Amount  eliminated 

Amount  held 

Funded  del)t  of  Associated  Gas  and  Electric  Corporation 

 u  s  on  mg  

by  public 

Bonds,  due  1940    

8 

§  9,203,300.00 

$  639,470.00 

§  8,563,830.00 

5% 

1,921,010.00 

i  001  ai n  nn 

Convertible  Debentures,  due  1973      _ 

5 

16,534,995.00 

16,534,995,00 

Convertible  Debentures,  duo  1973.....   

Wi 

12,119,210.00 

— 

12,119,210.00 

Convertible  Debentures,  due  1973  

4 

764,200.00 

— 

764,200.00 

Income  Debentures,  due  1978    

■f  l/j 

18,554,710.00 

9,265,220.00 

9,289,490.00 

Income  Debentures,  due  1978    ™  

4 

67,340,615.00 

11,635,680.00 

55,704,935.00 

Income  Debentures,  due  197H  

3% 

36,701,680.00 

9,977,000.00 

26,724,680.00 

Income  Debentures,  due  1978    

3'/j 

11,028,590.00 

1,715,420.00 

9,313,170.00 

Total 

$140,935,520.00 

Interest 

Amount 

Amount  eliminated 

Amount  held 

Funded  debt  of  other  subsidiary  companies 

rate  % 

outstanding 

in  consolidation 

by  public 

A  SSOl  'I  A'l  l-A)    lli  L .  T-j(J  ]1U  (.'  COMPANY  : 

Bonds   due  1953 

4% 

S  30,000,000.00 

$  4,504,600.00 

y  2.),49o,400.00 

Tirmrlo     dim    1  flfil 

J 

35,000,000.00 

558,300.00 

34,441,700.00 

BlNGHAMTON  LIGHT,  HeAT  &  POWER  Co.  : 

First  Re ruin  1  i  n  g  Aiortg;i  lie,  i.l  ue  1 9  40. ......  „  

0 

6,971,000.00 

2,000.00 

6,969,000.00 

BliOAD  PiIVER  PffWEB  COMPANY: 

First  anil  1  ?<.'t' uu< L i n ^  _Mnrl  i^tgt1,  Scries  A,  clue  19.u4....  , 

_ 

8,301,900.00 

5,692,400.00 

2,6o9,a00.00 

Canadea  Power  Corporation: 

5 

2,000,000.00 



2,000,000.00 

I'jASTEi;  N"  I'O  W  Ell  (,'OMPANT  : 

Pj-xllofrti'ol    AT^trt     Ann    "I  O  i  1    1  CIA  K 

5 

3,350,000.00 



3,350,000.00 

]']awteiin  Shore  Public  Service  Company: 

First  Mortgage  and  First  Lien,  Series  A,  due  1947  ...... 

5% 

4,800,000.00 

23,500.00 

4,77G,;>0O.QO 

First  Mortgage  and  First  Lien,  Series  B,  due  1955  

2,250,000.00 

107,500.00 

2,142,500.00 

Elmira  Water,  Light  and  Railroad  Company: 

First  Consolidated  Mortgage,  due  1956  

5,000,000.00 

88,000.00 

4,912,000.00 

Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  1952.... 

1,860,000.00 

238,500.00 

l,t)dI,.)U(.l.(JU 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

2,669,000.00 

103,000.00 

2,566,000.00 

Erie  Lighting  Company: 

4,768,500.00 

17,000.00 

4,751,300.00 

Florida  Power  Corporation: 

10,000,000,00 

— 

1  n  ono  nno  no 

2,500,000.00 

— 

0  e;nn  nnii  An 

I'  [a jk l i) a  I '  [.:  in .  ec  S v. Ia.vice  Company  : 

6,000,000.00 

676,100.00 

^  90Q  qoo  no 

General  G  a  s  &  E  lectric  Corporation  : 

_ 

160,950.00 

7,500.00 

697,671.06 

RQ7  Ofi 

oy  i  ,01 1.00 

General  Utility  Investors  Corporation: 

3,000,000.00 

0  oao  nnn  00 

Georgia  Power  and  Light  Company: 

First  Mortgage,  due  1978   ,  _  ..  

5 

3,140,000.00 

66,000.00 

3,074,000.00 

Keystone  Public  Service  Company: 

First  Mortgage,  due  1978         _..    „„  . 

5 

4,000,000.00 

4,000,000.00 

Lexington  Water  Power  Company: 

First  Mortgage,  due  1968  —  _  _  „  „    

5 

11,410,200.00 

2,933,700.00 

8,476,500.00 

Lockport  Light,  Heat  and  Power  Company  : 

First  Mortgage,  Series  A,  due  1954  

sy2 

1,218,000.00 

143,000.00 

1,075,000.00 

Long  Island  Water  Corporation: 

First  Mortgage,  due  1955  _  

5% 

2,144,000.00 

74,000.00 

2,070,000.00 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Interest 

Amount 

Amount  eliminated 

Amount  held 

Funded  debt  of  other  subsidiary  companies 

rate  % 

outstanding 

in  consolidation 

by  public 

The  Manila  Electric  Railroad  and  Lighting  Corp.: 

First  Lieu  and  Collateral  Trust,  due  1953...—.-....-   

5 

$  2,09o,000.00 

?1, 540,000.00 

¥  03U,U0U.UU 

The  Maryland  Light  and  Power  Company: 

First  Mortgage,  Series  A,  due  1950  ~  -  

5% 

1,089,000.00 

1U1,OUU.UO 

cos  dAn  no. 

yss,uuu.uu 

Metropolitan  Edison  Company: 

First  Mortgage,  Series  D,  due  1968      

4% 

22,830,500.00 

61,000.00 

22,769,500.00 

First  Mortgage,  Series  E,  due  1971  

4 

4,684,000.00 

3,000.00 

4,681,000.00 

First  Mortgage,  Series  G,  due  1965 

4 

11,710,900.00 

— 

11,710,900.00 

Municipal  Service  Company: 

Sinking  Fund  Collateral  Trust,  Series  A,  due  1956   

6 

3,926,500.00 

1,310,500.00 

2,616,000.00 

New  Jersey  Power  &  Light  Company: 

i% 

13,920,000.00 

73,000.00 

13,847,000.00 

New  York  Central  Electric  Corporation: 

First  Mortgage,  due  1950  

5% 

3,284,500.00 

452,000.00 

2,832,500.00 

First  Mortgage,  due  1952  

5 

1,153,000.00 

617,000.00 

536,000.00 

New  York  State  Electric  &  Gas  Corporation  : 

First  Mortgage,  duo  1962  

5% 
6 

3,445,000.00 

24,000.00 

3,421,000.00 

First  Mortgage,  duo  1952   

361,000.00 

39,000.00 

322,000.00 

First  Mortgage,  due  1980  

4V. 

17,094,500.00 

435,400.00 

16,659,100.00 

First  Mortgage,  due  1960  

4W 

3,490,000.00 

15,700.00 

3,474,300.00 

Collateral  Note,  due  1941  

4% 

750,000.00 

— 

750,000.00 

Newport  News   and   Hampton   Railway,  Gas  and 

Electric  Company: 

First  and  Refunding  Mortgage,  duo  1944  ......  

5 

3,802,500.00 

— 

3,802,500.00 

Newport  News  &  Old  Point  Railway  &  Electric  Co.  : 

First  Mortgage,  due  1938-    _  

5 

866,000.00 

— 

866,000.00 

Northern  Pennsylvania  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1956  _ 

5 

1,369,900.00 

26,000.00 

1,343,900.00 

FirBt  and  Refunding  Mortgage,  due  1962    

5 

2,089,600.00 

159,300.00 

1,930,300.00 

The  Parr  Shoals  Power  Company: 

First  Mortgage  Sinking  Fund,  due  1952   

5 

1,883,000.00 

48,000.00 

1,835,000.00 

Penn  Central  Light  and  Power  Company: 

First  Mortgage,  due  1979    

5 

2,175,000.00 

— 

2,175,000.00 

First  Mortgage,  due  1977 

ihi 

25,700,000.00 

308,000.00 

25,392,000.00 

Penn  Public  Service  Corporation: 

First  and  Refunding  Mortgage,  Series  C,  due  1947  

6 

4,549,000.00 

20,000.00 

4,529,000.00 

First  and  Refunding  Mortgage,  Sories  D,  due  1954  

5 

2,435,000.00 

32,000.00 

2,403,000.00 

Pennsylvania  Electric  Company: 

First  and  Refunding  Mortgage,  Series  H,  due  1962  

5 

17,313,500.00 

3,377,300.00 

13,936,200.00 

First  and  Refunding  Mortgage,  Series  F,  due  1971  

4 

6,657,000.00 

180,000.00 

6,477,000.00 

Richmond  Light  &  Railroad  Company: 

First  and  Collateral  Trust,  due  1952  

4 

1,000,000.00 

2,000.00 

998,000.00 

Rochester  Gas  and  Electric  Corporation: 

4% 

6,000,000.00 

— 

6,000,000.00 

5 

8,323,000.00 

— 

8,323,000.00 

General  Mortgage,  Series  F,  due  1960  

4 

15,000,000.00 

— 

15,000,000.00 

Southside  Virginia  Power  Company: 

First  Mortgage,  Series  A,  due  1 956    —  

5 

2,000,000.00 

— 

2,000,000.00 

Staten  Tsland  Edison  Corporation: 

Refunding  and  Improvement  Mortgage,  due  1937  

4 

2,000,000.00 

— 

2,000,000.00 

Tide  Water  Power  Company: 

First  Mortgage,  Series  A,  due  1979    

5 

6,261,500.00 

26,000.00 

6,235,500.00 

Utilities  Employees  Securities  Company: 

Income  Notes  and  Bonds,  due  1981  (including  payments 

on  mibsTipfions')  

6-8 

6,084,355.07 

100,000.00 

5,984,355.07 

Virginia  Public  Service  Company: 

First  Mortgage  and  Refunding,  Series  A,  due  1946  _.. 

5% 

14,634,000.00 

471,000.00 

14,163,000.00 

First  Mortgage  and  Refunding,  Series  B,  due  1950  , 

5 

7,500,000.00 

187,000.00 

7,313,000.00 

First  Mortgage  and  Refunding,  Sories  C,  due  1952  .... 

6 

3,000.000.00 

87,000.00 

2,913,000.00 

Sinking  Fund  Debentures,  due  1946  

6 

3,723,500.00 

3,723,500.00 

York  Haven  Water  and  Power  Company: 

Bonds,  due  1951  _  _  -   

5 

1,247,500.00 

2,000.00 

1,245,500.00 

York  Railways  Company: 

First  Mortgage,  due  1937   

5 

6,106,000.00 

6,106,000.00 

Miscellaneous   „    -  

6,889,696.57 

Total  

$374,807,872.70 
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Associated  Gas  and  Electric  Company 

TRUSTEES,  PAYING  AGENTS,  REGISTRARS  AND  TRANSFER  AGENTS 


Transfer  Agents       |  Registrars 


(see  reference  below) 


Preferred — all  series  -  -  

Preference- — ali  aeries     

Class  A  —       

Class  li  -    

Common     _   — 

Optional  Stock  Purchase  Warrants  

New  Optional  Stock  Purchase  Warrants.... 


1-10 
3 

1-10 


Obligations  Convertible  into  Stock  at 
Company's  Option  and  Scrip  Certificates 
for  Interest  on  Convertible  Obligations 


(see  reference  below) 


Convertible  Obligations,  due  S 
Series  A  .. 


iries  A  and  Series  B.... 


7-6%-5%- 
6 


Scrip  Certificates  for  Interest  on  Convertible  Obligations  (interest- 
bearing  in  multiples  of  $100  principal  amount)  : 
Due  October  1,  1941 


Due  November  1,  1941  

Due  December  1,  1941  

Due  February  15,  1942. 

Due  March  1,  1942  

Due  May  15,  1942  

Due  June  1,  1942  

Due  August  15,  1942  

Due  September  1,  1942.. 

Due  June  15,  1944.  

Due  June  15,  1947  


FMAN-15 
MJSD-1 


A&O-l 

M&N-l 

J&D-l 

F&A-15 

M&S-l 

M&N-15 

J&D-l 

F&A-15 

M&S-l 

J&D-15 

J&D-15 


Funded  Debt 


(see  reference  below) 


Debentures,  due  1983   

Convertible  Debentures,  due  1977-    

Debenture  Bonds,  Consolidated  Refunding: 

Series  due  19(38    

Series  due  1958. —  -    —  ...... 

Convertible  Debentures,  due  1950  

Convertible  Debentures,  due  1949  

Convortible  Debentures,  due  1948  _  _  

Convertible  Investment  Certificates  -  ~  

Convorlible  Debonture  Bonds,  due  19b'5  

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A    ~-    —  —  

Series  B     

Series  C  ™_  _  —   ~  _. 

Series  1)  —  — _  

Sinking  Fund  Income  Debentures,  due  1986: 

Series  A   —    —  

Series  B   „      „  

Series  C    

Series  D  —    — ™.  _  „ 

Income  Debentures,  due  1983   

Interest-Bearing  Scrip,  duo  1937  and  1938  ... 


4 

5% 
5 

414 
5 

4% 
4% 

5% 


4% 
4 


5y2 


M&S-15 
F&A-l 

A&O-l 

M&N-l 

F&A-l 

J&J-15 

M&S-l 

M&N-15' 

M&N-15 

F&A-l 
M&S-l 
M&N-l 
M&S-15 

F&A-l 
M&S-l 
M&N-l 
M&S-15 
A&O-l 
t 


It 
6 


8 
It 


*  Registered  PMAN-15. 

t  Transfer  agent. 

X  Interest  payable  at  maturity. 


REFERENCE 


1  Transfer  and  Paying  Agency,  41  Trinity  Place, 

New  York 

2  Securities  Registration  Agency,  61  Broadway, 

New  York 

3  The  Company,  Ithaca,  N.  Y. 

4  The  Chase  National  Bank  of  the  City  of  New  York 

5  Guaranty  Trust  Company  of  New  York 


6  Irving  Trust  Company,  New  York 

7  The  New  York  Trust  Company,  New  York 

8  The  Public  National  Bank  and  Trust  Company  of 

New  York 

9  The  First  National  Bank  of  Boston  (Mass.) 
10    State  Street  Trust  Company,  Boston,  Mass. 
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GAS  AND  ELECTRIC 
COMPANY 


{GAS  £  ELECTRIC  j 


ANNUAL  REPORT 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1937 


Associated  Gas  and  Electric  Company 

(Incorporated  under  the  laws  of  the  State  of  New  York  in  1906) 


Officers 


J.  I.  MANGE  Chairman  and  President 

S.  J.  MAGEE  Vice-President  and  General  Manager 

O.  E.  WASSEB  Vice-President 

F.  P.  CTJMMING9  Consulting  Vice-President 

*A.  li.  JACKSON  Secretary 

E.  G.  HENSHAW  Treasurer 


*  Elected  September  6,  1938,  to  succeed  C.  A.  Dougherty,  resigned. 


Directors 

GAERETT  A.  BROWNBACK  SANFORD  J.  MAGEE 

FEANCIS  P.  CUMMINGS  JOHN  L  MANGE 

HENRY  R.  HAYES  WILLIAM  A.  PRENDERGAST 

t  ARCHIBALD  L.  JACKSON  t  HARRY  EE  ID 

f  Elected  September  6,  1938,  to  succeed  P.  S.  Burroughs  and  H.  C.  Hasbrouck,  resigned. 


Principal  Office    ....    Ithaca,  New  York 


Neither  thi3  report,  nor  any  statement  contained  herein,  is  furnished  in  connection 
with  any  offering  of  securities  or  for  the  purpose  of  promoting  or  influencing  the 
sale  or  purchase  of  securities. 


Associated  Gas  and  Electric  Company 


ANNUAL  REPORT 

For  the  Tear  Ended  December  31, 1937 

Tt  would  be  unjust  to  the  security  holders  of  this  company  if  your  officers  and  direc- 
tors  did  not  remind  you  of  the  critical  times  through  which  the  public  utilities 
have  been  passing,  in  order  that  you  may  appreciate  the  seriousness  of  the  situation. 
It  seems  unnecessary  to  rehearse  the  legislative  measures  enacted  by  the  Federal  and 
State  governments,  and  the  punitive  policies  that  have  been  directed  against  the 
utilities,  especially  the  electric  industry.  It  is  hoped  that  a  calmer  public  attitude 
is  now  developing  which  will  enable  the  utilities  to  expand  their  operations  and 
render  a  greater  degree  of  satisfactory  service  to  the  public. 

This  Associated  System,  like  all  other  utility  organizations,  has  been  enduring, 
and  will  continue  to  endure,  the  burdensome  effects  of  increasing  taxation  and  ex- 
acting regulatory  requirements,  but  is  hopeful  that  from  now  on  more  moderate 
policies  on  the  part  of  government  will  prevail.  Our  security  holders  will  be  serv- 
ing their  own  best  interests  the  more  they  endeavor,  through  all  legitimate  means,  to 
promote  the  reconciliation  of  the  relations  between  public  authorities  and  the  public 
utilities.  The  facts  recited  in  this  report  justify  the  foregoing  observations. 

The  nation  has  greater  need  than  ever  before  for  prosperous  utilities,  able  and 
ready  to  spend  a  billion  dollars  a  year  for  new  construction,  thereby  stimulating 
industries  which  supply  machinery,  copper,  iron  and  steel,  chemicals,  and  other 
materials.  But  investors  will  not  put  new  money  into  utility  enterprises,  which, 
therefore,  can  make  no  real  contribution  to  recovery,  so  long  as  power  remains  a 
bitter  political  issue. 


Comparison  of  Operating  Results  of  Company  and  Subsidiaries 

(Including  acquired  properties  for  entire  period — irrespective  of  dates  of  acquisition) 


— Yeara  ended  December  31 — 

1937 

1936 

Amount 

Operating  Revenues: 

  $102,587,473 

$  95,699,317 

$6,888,156 

7.2 

Gas   

  13,808,683 

13,401.234 

407,449 

3.0 

6,606,428 

5,847,847 

758,581 

12.9 

  2,671,973 

2,617,852 

54,121 

2.0 

1.650,834 

22,894* 

1.4* 

1,295,296 

1,229,141 

66,155 

5.4 

1128,597,793 

$120,446,225 

$8,151,568 

6.8 

66,282,572 

61,533,717 

4,748,855 

7.7 

»  62.315,221 

$  58,912,508 

$3,402,713 

5.7 

15,754,411 

13,146,047 

2,607,764 

19.8 

$  46,560,810 

$  45,765,861 

$  794,949 

1.7 

11,066.229 

9,740,124 

1,326,105 

13.6 

*  35,494,581 

$  36,025,737 

$  531,156* 

1.5* 

Decreaae. 
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RESULTS  OF  OPERATIONS 

"EARNING  POWER"  BASIS —  The  "earning  power" 
statement  shown  on  the  preceding  page  includes 
for  the  full  two-year  period  the  operations  of  all 
subsidiaries  owned  at  December  31,  1937,  irre- 
spective of  dates  acquired.  It  excludes  certain 
non-recurring  expenses  in  both  years.  On  this 
basis,  operating  income  declined  1.5%,  despite  the 
faet  that  total  operating  revenues  increased  nearly 
7%.  Higher  operating  expenses  and  a  drastic 
increase  in  taxes  were  largely  responsible  for  the 
current  decline. 

Gross  operating  revenues  in  1937  amounted  to 
$128,597,793.  This  represented  an  increase  of 
$8,151,568,  or  about  7%  more  than  in  1936.  Elec- 
tric revenue  comprised  80%  of  the  total.  Operat- 
ing expenses  and  maintenance  rose  to  $66,282,572, 
an  increase  of  $4,748,855,  or  7.7%.  A  large  portion 
of  this  represents  increased  costs  of  fuel  and  other 
materials,  larger  purchases  of  electric  energy,  and 
higher  payrolls,  all  incident  to  increased  business. 
Approximately  $1,100,000  was  accrued  during  the 
year  by  certain  subsidiaries  relative  to  the  adop- 
tion of  an  employees'  pension  plan  and  consider- 
able additional  expense  was  incurred  in  1937  in 
connection  with  various  proceedings  and  demands 
of  regulatory  authorities,  tax  assessments,  em- 
ployees' welfare  activities  and  other  matters. 

Taxes  increased  to  $15,754,411  for  the  year,  a 
rise  of  $2,607,764  or  about  20%.  This  is  a  new 
peak  in  taxes  and  is  also  the  largest  percentage 
increase  ever  recorded  over  a  previous  year.  The 
important  problem  of  increasing  taxation  is  also 
the  subject  of  further  discussion  in  this  report. 

After  deducting  the  operating  expenses  and 
taxes  cited  above,  and  provision  for  retirements, 
amounting  to  $11,066,229,  there  remained  operat- 
ing income  of  $35,494,581  which  was  $531,156.  or 
1.5%  below  the  corresponding  figure  for  1936. 

"SINCE  ACQUISITION"  BASIS— A  comparative  state- 
ment on  this  basis,  which  includes  operations  of 


properties  acquired  in  1937  only  since  dates  of 
acquisition,  is  shown  on  page  thirty  of  this 
report.  Total  operating  revenues  amounted  to 
$125,599,081  for  1937,  an  increase  of  $9,788,734 
over  last  year.  Substantial  increases  in  operating 
expenses  and  taxes,  however,  brought  operating 
income  down  to  $34,666,034  which  represented  a 
decline  of  $163,368  under  1936.  After  all  deduc- 
tions of  subsidiary  companies  and  $3,699,998  for 
fixed  interest  and  amortization  of  debt  discount 
and  expense  of  Associated  Gas  and  Electric  Com- 
pany, there  was  a  balance  of  $914,072.  The 
amount  of  interest  on  convertible  obligations  of 
the  Company  and  other  charges  ranking  there- 
with (payable  only  as  declared)  amounted  to 
$2,141,922.21  for  the  year,  which  is  shown  as  a 
deduction  from  corporate  surplus  on  page  twenty- 
one  of  this  report. 

At  least  $2,000,000  of  subsidiaries'  earnings 
applicable  to  common  stock  owned  were  not  im- 
mediately available  to  their  parent  companies 
because  of  temporary  restrictions  incident  to 
court  proceedings,  voting  trust  agreements,  and 
agreements  with  creditors. 

The  consolidated  income  account  for  1937  in- 
cludes approximately  $1,010,000  of  earnings  appli- 
cable to  the  inclusion  of  Utilities  Employees  Secu- 
rities Company  in  the  consolidation.  Since  De- 
cember 31,  1937,  however,  certain  rearrangements 
were  effected  which  resulted  in  employee  bond- 
holders of  that  company  controlling  a  majority 
of  the  board  of  directors  of  Utilities  Employees 
Securities  Company.  Based  upon  that  fact,  the 
latter  company  has  applied  for  exemption  from 
the  Public  Utility  Holding  Company  Act  of  1935 
on  the  grounds  that  it  is  not  a  subsidiary  of  Asso- 
ciated Gas  and  Electric  Company.  The  beneficial 
interest  in  Utilities  Employees  Securities  Com- 
pany, however,  continues  to  be  held  as  heretofore. 

OUTPUT  DECLINING—  Net  electric  output  during 
the  year  was  4,687,525,718  units  (kwh.),  which 
is  an  increase  of  425,251,018  units  or  10%  above 


Summary  of  Operations 

(Including  acquired  properties  for  entire  period — irrespective  of  dates  of  acquisition) 
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production  for  1936.  Since  November  1937,  how- 
ever, total  output  each  month  has  been  smaller 
than  in  the  corresponding  month  of  the  previous 
year.  The  loss  was  caused  chiefly  by  curtailment  in 
use  by  large  power  customers.  This  class  of  use 
is  the  first  to  be  affected  in  an  industrial  depres- 
sion. Use  of  electricity  for  domestic  purposes, 
however,  has  continued  to  reflect  increases  each 
month  over  the  preceding  year  and  the  rate  of 
decline  in  industrial  sales  has  lessened  substan- 
tially in  recent  i 


71,501  MORE  CUSTOMERS 

Customers  served  by  operating  subsidiaries  in- 
creased in  number  from  1,652,965  to  1,724,466,  a 
gain  of  71,501.  Increases  have  been  unusually 
large  during  the  past  two  years.  Of  the  total 
number,  1,309,869  are  electric,  and  414,597  are 
gas,  water,  and  steam  customers.  The  following 
table  indicates  the  total  number  of  customers 
served  by  present  subsidiaries  of  the  Company 
at  December  31,  for  the  past  ten  years; 

1937   1,724,466        1932   1,505,426 

1936   1,652,965        1931   1,512,174 

1935   1,587,059        1930   1,481,785 

1934   1,544,083        1929   1,431,127 

1933   1,505,190       1928   1,358,635 

RATES  REDUCED  $2,953,000 

Substantial  reductions  in  rates  were  made  by 
subsidiaries  in  1937.  Reductions  which  became 
effective  in  that  year  represent  an  estimated  sav- 
ing to  customers  of  $2,953,000  per  year.  This 
brought  to  a  total  of  $16,610,000  annually  the  re- 
ductions made  by  present  subsidiaries  during  the 
past  ten  years,  based  on  the  customers'  use  of 
service  during  the  twelve  months'  period  prior  to 
the  reductions,  as  follows: 

Per  Year 
Made  during 

the  Year  Cumulative 

1937   $2,953,000  $16,610,000 

1936   1,927,000  13,657,000 

1935   3,027,000  11,730,000 

1934   1,145,000  8,703,000 

1933   2,207,000  7,558,000 

1932   862,000  5,351,000 

1931   1,286,000  4,489,000 

1930   1,134,000  3,203,000 

1929   1,104,000  2,069,000 

1928   965,000  965,000 

The  reduction  in  the  average  residential  electric 
rate  in  1937  was  6%.  These  rate  reductions,  plus 
the  fact  that  the  inducement  forms  of  rates  in 
effect  offer  a  progressively  lower  price  for  in- 
creased use,  were  factors  which  caused  the  average 
residential  electric  usage  of  customers  to  increase 
"Jo  during  the  last  year. 


OPERATING  REVENUE 


NEW  CONSTRUCTION  OF  $26,3!  1,000 

In  spite  of  the  great  difficulties  encountered  in 
providing  funds  for  new  construction  require- 
ments, operating  subsidiaries  of  the  Company 
were  able  to  do  the  work  most  urgently  required. 
The  amount  spent  for  this  purpose  was  the  great- 
est since  1930.  The  largest  single  item  in  this  ex- 
penditure was  the  construction  of  a  20,000-kilo- 
watt  generating  plant  at  Dresden,  N.  Y.,  to  supply 
power  for  the  New  York  State  Electric  &  Gas 
Corporation.  Other  important  construction  pro- 
vided additional  electrical  generating  and  trans- 
mission facilities  for  Rochester  Gas  and  Electric 
Corporation,  and  over  $6,000,000  was  expended 
on  a  number  of  projects  in  Pennsylvania. 

Expenditures  for  new  construction  by  present 
subsidiaries  during  the  last  ten  years  have  been 
as  follows : 

Per  Year 
Made  during 

the  Year  Cumulative 

1937   $26,311,000  $219,571,000 

1936   17,624,000  193,260,000 

1935   11,699,000  175,636,000 

1934   7,824,000  163,937,000 

1933   6,200,000  156,113,000 

1932   6,438,000  149,913,000 

1931   24,274,000  143,475,000 

1930   38,788,000  119,201,000 

1929   45,867,000  80,413,000 

1928   34,546,000  34,546,000 

These  construction  expenditures,  among  other 
things,  made  it  possible  during  the  past  four  years 
alone  to  connect  nearly  220,000  new  customers, 
many  of  whom  had  never  before  enjoyed  electric 
or  gas  service.   In  some  instances,  whole  corn- 
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munities  were  put  on  the  lines.  Such  expenditures 
also  made  it  possible  to  furnish  to  all  parts  of  the 
territory  service  comparable  with  that  found  in 
cities.  Typical  of  this  improved  service  is  that 
accomplished  in  the  Harlem  Valley  in  southeast- 
ern New  York  State.  In  a  period  of  a  little  more 
than  a  decade,  service  has  been  improved  by 
merging  fifteen  small  utility  companies  into  one, 
and  in  spending  $5,000,000  on  the  electric  facili- 
ties, including  building  500  miles  of  new  lines 
which  made  it  possible  to  give  twenty-four  hour 
electric  service  throughout  the  territory,  many 
sections  of  which  had  been  previously  served  on 
a  part  time  schedule. 

SALES  PROMOTION  ACTIVITIES 

Communities  served  by  subsidiaries  of  Asso- 
ciated Gas  and  Electric  Company  last  year  gained 
235  new  industrial  concerns  employing  7,721 
workers ;  265  concerns  expanded  their  operations 
employing  7,632  more  persons.    This  activity  re- 


sulted largely  from  cooperation  between  the  In- 
dustrial Development  Division  of  the  Associated 
Gas  &  Electric  System,  local  Associated  operating 
companies,  and  civic  organizations  interested  in 
developing  their  communities.  Despite  the  fact 
that  91  firms  were  lost,  principally  because  of 
liquidation,  there  was  a  net  gain  of  13,995  workers. 
Estimated  annual  gas  and  electric  revenue  gained 
by  Associated  companies  as  a  result  of  this  in- 
dustrial activity  amounted  to  $858,111. 

Other  sales  promotional  activities  contributed 
substantially  to  the  addition  of  new  annual  reve- 
nue in  1937.  On  the  basis  of  present  rates,  added 
annual  operating  revenues  from  the  estimated 
use  by  customers  of  load-building  appliances  and 
other  equipment  sold  during  the  year  by  sub- 
sidiaries and  dealers  amounted  to  $10,650,000. 
The  corresponding  figure  for  1936  was  $8,540,000. 
This  gain  will  be  offset  to  a  considerable  extent 
by  losses  from  discontinuance  of  service  and  other 
causes. 


Comparison  of  Consolidated  Earnings  and  Expenses 


(Including  acquired  properties  o 

rdy  since  dates  of  acquisition) 

Year  ended 

Operating 

Operating 

Provision  for 

Operating 

Dec.  31 

Kevenues 

Expenses  and  Taxes 

Retirements 

Income 

1927  

  g  31,323,287 

$18,264,655 

31,698,731 

$11,359,901 

1928  

  32,357,113 

18,290,276 

1,830,455 

12,236,382 

1929  

  68,903,254 

36,299,958 

3,371,077 

29,232,219 

1930  

  84,219,293 

45,324,139 

4,849,193 

34,045,961 

1931  

  90,575,228 

4S,806,976 

8,310,494 

33,457,758 

1932  

  84,826,457 

47,629,246 

7,251,309 

29,945,902 

1933  

  81,331,301 

48,710,191 

6,815,361 

25,805,749 

1934  

  83,973,089 

51,491,825 

7,329,680 

25,151,584 

1935  

  93,215,717 

58,119,313 

8,081,816 

27,014,588 

1936  

  115,810,346 

71,669,595 

9,311,349 

34,829,402 

1937  

  125,599,081 

80,056,580 

10,876,406 

34,666,034 

FINANCIAL 

Because  of  their  large  capital  requirements  in 
proportion  to  their  revenues,  the  financial  prob- 
lem is  always  an  important  one  with  public  utili- 
ties. It  presents  grave  difficulties  in  uncertain 
times  like  the  present  when  investors  are  reluctant 
to  risk  their  capital  and  are  especially  reluctant 
to  place  it  in  public  utility  equities  as  long  as  the 
attitude  toward  such  investments  is  definitely 
discouraging.  Present  holders  of  securities  of 
Associated  Gas  and  Electric  Company  are  also 
entitled  to  know  that  their  company  has  some 
pressing  financial  problems,  the  solution  of  which 
requires  and  is  receiving  a  great  deal  of  careful 
consideration. 

The  consolidated  balance  sheet  at  December  31, 
1937,  shows  certain  assets  and  certain  liabilities 
of  a  character  frequently  designated  as  "current", 
i.e.,  assets  which  can  be  and  liabilities  which  must 
be  quickly  liquidated,  in  distinction  from  fixed 


capital  investments  and  funded  or  long  term  obli- 
gations. 

Without  a  clear  appreciation  of  the  limitations 
of  consolidated  balance  sheet  statements  it  might 
appear  that  the  "current  position"  shown  is 
weaker  than  is  actually  the  case.  The  following 
facts  should  be  taken  into  consideration,  though 
from  the  nature  of  the  case  not  all  of  them  can 
be  given  precise  evaluation  in  dollars  and  cents. 

There  are  perhaps  nearly  $50,000,000  of  liabili- 
ties which,  from  their  designation  alone  on  the 
consolidated  balance  sheet,  some  accountants 
might  classify  as  "current".  At  least  one-third  of 
this  amount,  however,  does  not  represent  liabili- 
ties which  must  be  liquidated  during  the  twelve 
months  immediately  subsequent  to  the  date  of 
the  balance  sheet ;  and  against  these  there  are 
available  readily  liquidable  assets  not  ordinarily 
thought  of  as  "current",  such  as: 
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1.  At  least  110,000,000  of  the  §12,773,868  of  market- 
able securities  carried  on  the  consolidated  balance  sheet 
as  "other  investments". 

2.  At  least  $5,000,000  of  securities  intercorporately 
owned  and  therefore  eliminated  from  the  consolidated 
balance  sheet,  but  nevertheless  available  for  pledge  or 
sale  if  necessary  to  secure  or  liquidate  short  term  obli- 
gations. 

3.  At  least  $2,000,000  of  "investments  in  affiliated 
companies",  including  both  marketable  securities  and 
notes  or  open  accounts. 

In  the  aggregate,  therefore,  there  are  at  least 
$17,000,000  of  quickly  liquidable  assets  which 
either  do  not  appear  at  all  on  the  balance  sheet  or 
are  included  in  items  which  would  probably  not 
be  thought  of  at  first  glance  as  "current". 

Among  the  approximately  $50,000,000  of  lia- 
bilities which  some  might  classify  as  "current" 
are  amounts  such  as  are  described  below: 

1.  $3,174,000  of  the  $3,288,000  described  as  "ma- 
tured funded  debt  of  subsidiaries"  represents  the  bonds 
of  a  subsidiary  in  process  of  reorganization  under  the 
Federal  Bankruptcy  Act,  and  of  course  will  be  refunded 
in  some  form,  not  liquidated.  The  remaining  $114,000 
of  the  $3,288,000  are  bonds  of  a  small  subsidiary  sold 
to  other  interests  since  the  end  of  the  year. 

2.  The  $2,809,250  appearing  under  funded  debt  of 
subsidiary  companies  due  in  193S  includes  62,000,000  of 
a  subsidiary  which  has  been  refunded  from  time  to  time 
and,  it  is  anticipated,  will  either  be  refunded  again  or 
otherwise  taken  care  of  when  the  necessary  details  have 
been  worked  out  with  regulatory  commissions;  and 
$739,000  in  bonds  of  another  subsidiary,  including 
$677,000  for  which  application  for  refunding  has  been 
approved  by  the  State  regulatory  commission  having 
jurisdiction  and  is  pending  before  the  Securities  and 
Exchange  Commission. 

3.  $7,617,590  of  notes  payable  (as  indicated  by 
notation  on  the  balance  sheet)  are  covered  by  collateral 
of  subsidiaries,  most  of  which  is  eliminated  in  consoli- 
dation but  which,  if  sold  to  satisfy  the  obligations  in 
behalf  of  which  it  is  pledged,  would  materially  improve 
the  technical  "current  position",  since  not  only  would 
such  sale  be  equivalent  to  the  replacement  of  a  short 
term  by  a  long  term  obligation,  but  the  excess  of  the 
value  of  the  collateral  at  the  date  of  the  balance  sheet 
over  the  face  amount  of  the  debt  for  which  it  is  pledged 
would  increase  the  net  cash  balance. 

4.  The  notes  and  accounts  payable  include  sizable 
amounts  representing  unfunded  construction  expendi- 
tures. For  example,  more  than  $2,000,000  of  such 
expenditures  by  one  subsidiary  included  in  notes  and 
accounts  payable  at  the  date  of  the  balance  sheet  has 
already  been  financed  over  a  two  year  period  and  will 
ultimately  be  funded  through  the  issue  of  long  term 
debt  or  stock.  Other  similar  purchase  or  construction 
obligations  are  carried  temporarily  as  short  term  loans 
which  has  been  extended  and  which  there  is  every 
reasonable  assurance  will  never  have  to  be  liquidated 
but  will  in  time  be  satisfied  by  the  issue  of  long  term 
securities. 

5.  The  item  of  "Consumers'  Service  and  Line  De- 
posits", $5,858,785,  which  is  sometimes  technically 
classified  as  a  "current  liability",  is  certainly  not  a 
liability  which  must  be  promptly  liquidated.  Actually, 
new  deposits  are  received,  under  normal  operating  con- 
ditions, a  little  faster  than  old  deposits  are  refunded. 

The  difficulty  of  new  financing  under  existing 
circumstances,   especially  that  of  raising  new 


equity  money,  is  primarily  responsible  for  the 
small  cash  balance  and  the  relatively  large  amount 
of  notes  and  accounts  payable. 

INTEREST  SAVINGS —  The  savings  in  fixed  interest 
charges  effected  by  the  Plan  of  Rearrangement  of 
Debt  Capitalization  have  been  of  considerable 
benefit  to  the  Company  during  the  past  few  years. 
Since  the  inauguration  of  the  Plan  in  May,  1933, 
more  than  $203,000,000  principal  amount  of  Com- 
pany fixed-interest  debentures  has  been  exchanged 
for  debentures  of  Associated  Gas  and  Electric 
Corporation,  the  Company's  immediate  subsidiary, 
or  for  income  debentures  of  Associated  Gas  and 
Electric  Company.  This  is  about  77%  of  the 
entire  amount  outstanding.  The  purpose  of  the 
Plan  was  to  reduce  fixed  interest  charges  of  the 
Company.  Accumulated  savings  in  interest  charges 
of  approximately  $13,057,000  have  resulted  thus 
far.  This  saving  is  more  than  double  the  accumu- 
lated expenses  of  the  Plan  which  to  date  amount 
to  about  $6,193,000.  The  Escrow  Agreement,  un- 
der the  terms  of  which  the  Recapitalization  Plan 
operates,  provides  that  the  available  net  income 
(as  defined  in  the  Agreement)  must  be  used,  first, 
to  absorb  the  expenses  incident  to  the  Plan ;  and, 
second,  for  retirement  of  debt  securities  of  the 
Company  and  its  subsidiaries.  Such  available  net 
income  to  December  31,  1937  amounted  to 
$1,504,000,  leaving  $4,689,000  of  accumulated 
expenses  to  be  absorbed  before  any  retirement 
of  debt. 

Exchanges  of  outstanding  debentures  of  this 
Company  under  its  Plan  of  Rearrangement  of 
Debt  Capitalization  have  been  suspended  since 
the  Company's  registration,  on  March  29,  1938, 
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under  the  Public  Utility  Holding  Company  Act 
of  1935. 

CERTIFICATES  DUE— Of  an  original  issue  of  approxi- 
mately $31,000,000  of  Associated  Gas  and  Electric 
Company  5y2%  Convertible  Investment  Certifi- 
cates, approximately  $1,715,000  principal  amount 
still  outstanding  with  the  public  on  September  15, 

1938  becomes  due  November  15,  1938.  In  view  of 
the  barriers  created  by  present  conditions  to 
financing  by  public  utilities,  especially  holding 
companies,  the  Company  early  in  1938  offered 
holders  part  payment  of  the  obligation  in  advance 
and  requested  an  extension  of  the  due  date  to 

1939  and  1943.  This  plan  was  recently  discontinued 
as  the  result  of  a  preliminary  injunction  granted 
by  the  Court  in  a  suit  brought  by  the  Securities 
and  Exchange  Commission,  claiming  that  such 
extensions  were  in  effect  the  issuance  of  new 
securities.  The  Company  has  recently  been  accept- 
ing tenders  of  these  certificates  at  such  prices 
(not  in  excess  of  par  and  accrued  interest)  as 
holders  may  designate. 

INTEREST  ON  CONVERTIBLE  OBLIGATIONS — On  Novem- 
ber 15,  1937  the  Company  informed  holders  of  its 
Convertible  Obligations  that  interest  payments 
would  have  to  be  suspended.  Payments  in  scrip 
had  been  resumed  on  October  1,  1936,  and  by  the 
first  of  1937  all  unpaid  accumulated  interest  had 
been  paid  in  this  manner.  It  was  explained  that 
because  of  the  unfavorable  trend  of  the  Company's 
earnings,  a  declaration  of  interest  on  the  Convert- 
ible Obligations  would  not  be  justified. 

SUBSIDIARIES'  BONDS  AND  PREFERRED  STOCK  ISSUED — 
During  the  year  Rochester  Gas  and  Electric  Cor- 
poration sold  two  issues  of  ^zAJo  thirty-year 
bonds,  aggregating  $6,000,000.  The  proceeds 
were  used  to  finance  additions  to  property. 

Late  in  1937,  New  York  State  Electric  &  Gas 
Corporation  obtained  authorization  for  issuance 
of  preferred  stock  aggregating  $8,507,800  in  par 
value,  the  purpose  being  to  pay  for  needed  new 
construction  including  rural  line  extensions,  and 
for  repayment  of  indebtedness  to  affiliated  com- 
panies. The  severe  decline  in  financial  markets 
which  occurred  just  at  the  time  the  effort  got 
under  way  prevented  the  sale  of  most  of  this 
stock.  Recently,  the  Company  obtained  authori- 
zation for  issuance  of  ten-year  5%  Notes  which 
may  be  issued  (for  construction)  in  lieu  of  the 
preferred  stock,  if  desired. 

REORGANIZATIONS  AND  ACQUISITIONS 

PARENT  COMPANY — The  proceeding  against  the 
Company  for  involuntary  reorganization  under 
Section  77-B  of  the  National  Bankruptcy  Act, 
was  dismissed  January  11,  1937  with  the  consent 
of  all  parties,  following  the  making  of  a  stipula- 
tion, as  stated  in  last  year's  annual  report. 


In  April  1937,  claims  for  counsel  fees  and  dis- 
bursements in  connection  with  the  reorganization 
proceedings,  aggregating  approximately  $875,000, 
were  filed  on  behalf  of  some  of  those  who  had 
rendered  services  in  those  proceedings.  One  claim 
for  $21,703  was  settled  for  $5,375.  On  June  3, 
1938,  Hon.  Alfred  C.  Coxe,  United  States  District 
Court  Judge,  awarded  the  remaining  claimants 
an  aggregate  amount  of  approximately  $266,000 
in  full  settlement  of  their  claims.  The  validity 
of  the  stipulation  under  which  the  awards  were 
made  is  in  litigation. 

YORK  RAILWAYS— York  Railways  Company,  which 
operates  a  street  railway  system  in  and  around 
York,  Pennsylvania,  and  whose  subsidiaries 
render  electric,  steam  heating  and  bus  service  in 
the  same  area,  on  November  30,  1937  filed  a  volun- 
tary petition  for  reorganization  under  Section 
77-B  of  the  National  Bankruptcy  Act.  The  filing 
of  the  petition  was  brought  about  by  the  inability 
of  that  Company  to  provide  for  the  payment  on 
December  1,  1937,  of  the  bonds  which  matured 
on  that  day. 

During  the  year  1937,  the  York  Company  had 
reduced  the  amount  of  outstanding  bonds  from 
$6,106,000  to  $4,990,000  through  the  acquisition 
of  bonds  in  the  open  market  and  had  hoped  to 
care  for  the  maturity  by  its  plan  for  a  ten-year 
extension  of  the  balance.  In  connection  with  this 
extension  plan,  the  Company  had  agreed  that  no 
dividends  would  be  paid  on  its  capital  stocks  un- 
til the  issue  had  been  further  reduced  to  $4,000,- 
000  or  until  either  Metropolitan  Edison  Company 
or  Pennsylvania  Edison  Company  had  assumed 
said  issue  of  bonds  pursuant  to  any  merger  or 
consolidation  of  the  subsidiaries  of  the  York  Com- 
pany. Just  a  few  days  before  the  maturity  date, 
however,  the  Pennsylvania  Public  Utilities  Com- 
mission issued  an  order  authorizing  the  extension 
of  only  $3,300,000  principal  amount  of  the  bonds, 
without  making  any  provision  whatsoever  for  the 
remainder.  This  made  it  impossible  for  the  York 
Company  to  refund  or  extend  the  total  amount 
of  the  issue. 

York  Railways  Company  instituted  proceedings 
in  the  Superior  Court  of  Pennsylvania  to  review 
the  Commission's  order.  These  proceedings  have 
resulted  in  a  reversal  of  that  order  with  the  state- 
ment "that  the  determination  of  the  Commission 
is  not  supported  by  evidence,  and  that  the  order 
is  so  arbitrary  and  unreasonable  as  to  amount  to 
error  of  law." 

EASTERN  UTILITIES— A  plan  of  reorganization  under 
Section  77-B  of  the  National  Bankruptcy  Act  for 
Eastern  Utilities  Investing  Corporation,  a  sub- 
sidiary investing  company,  was  approved  by  the 
Court  in  July,  1937. 

During  1938,  the  Federal  government  obtained 
an  order  from  the  United  States  District  Court 
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PRESENT  SERVICE  IN  TRI-STATE  AREA  AND  JERSEY  CENTRAL  TERRITORY 
Some  65%  of  customers  served  by  Associated  Gas  and  Electric  Company  subsidiaries  are  in  a 
■compact  area  in  New  York,  Pennsylvania  and  New  Jersey,    The  Company  seeks  to  add  the 
Jersey  Central  Power  &  Light  Company  to  this  group.  Its  franchise  area  is  shown  in  black. 


in  Delaware  granting  permission  to  investigate 
Eastern  Utilities  Investing  Corporation,  whose 
assets  (see  footnote  to  consolidated  balance  sheet, 
page  twenty-six)  are  insufficient  to  satisfy  the 
Federal  tax  claims  which  have  been  asserted 
against  it.  The  petition  of  the  Government  for 
this  examination  alleges  that  its  purpose  is  to 
discover  whether  valid  causes  of  action  against 
Associated  Gas  and  Electric  Company  and  others 
exist,  which  if  successfully  prosecuted,  would  re- 
sult in  a  recovery  of  additional  assets. 

JERSEY  CENTRAL  STOCK— For  some  time  the  Asso- 
ciated management  has  been  interested  in  acquir- 
ing ownership  of  the  Jersey  Central  Power  & 
Light  Company,  which  adjoins  territory  of  the 
New  Jersey  Power  &  Light  Company,  a  present 
subsidiary.  Associated  subsidiaries  and  coopera- 
tive interests  as  of  September  1,  1938,  owned 
approximately  91%  of  the  combined  outstanding 
5%  Debentures  due  1978  and  Certificates  of  De- 
posit therefor  of  National  Public  Service  Corpora- 
tion, which  are  secured  by  712,411  common  snares 
of  Jersey  Central  Power  &  Light  Company,  repre- 


senting two-thirds  of  the  outstanding  shares  of 
the  latter  company.  New  Jersey  Power  &  Light 
Company  now  owns  the  remaining  one-third  of 
this  stock.  This  property  will  add  substantially 
to  the  territory  served  by  the  System  in  the  im- 
portant industrial  State  of  New  Jersey.  Applica- 
tions for  approval  of  a  program  to  complete  the 
acquisition,  with  the  merger  of  the  two  properties 
as  an  objective,  have  been  filed  with  the  Public 
Utilities  Commission  of  New  Jersey  and  the 
Securities  and  Exchange  Commission. 

The  Federal  Power  Commission  has  questioned 
the  acquisition  of  the  one-third  of  the  Jersey  Cen- 
tral stock  by  New  Jersey  Power  &  Light  Company, 
without  first  obtaining  that  Commission's  consent. 
This  acquisition  was  approved  by  the  Board  of 
Public  Utility  Commissioners  of  New  Jersey  and 
the  management's  position  is  that  the  Federal 
Power  Commission  was  without  jurisdiction  since 
the  operations  of  Jersey  Central  Power  &  Light 
Company  are  entirely  intrastate  in  character. 

OTHER  ACQUISITIONS— During  the  year,  Bradford 
Electric  Company,  which  operates  in  and  around 
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Bradford,  Pa.,  became  part  of  the  Associated  Sys- 
tem. In  addition,  control  of  Northeastern  Water 
and  Electric  Corporation  was  acquired.  The 
latter  company  owns  the  stocks  of  a  number  of 
electric  and  water  properties  in  various  States, 
and  also  had  substantial  holdings  in  preferred 
stocks  of  certain  Associated  subsidiaries. 

Northeastern  Water  Companies,  Inc.,  was  also 
formed  during  the  year  for  the  purpose  of  limit- 
ing to  it  the  liability  for  the  $2,100,000  purchase 
money  obligation  issued  to  acquire  Northeastern 
Water  and  Electric  Corporation.  Being  unable  to 
raise  the  requisite  funds  to  pay  said  obligation  at 
maturity,  Northeastern  Water  Companies,  Inc., 
filed  a  petition  under  Section  77B  of  the  Bank- 
ruptcy Act,  as  amended,  for  reorganization.  While 
the  petition  has  been  dismissed  by  the  United 
States  District  Court,  the  enforcement  of  the  obli- 
gation has  been  stayed  pending  the  determination 
of  an  appeal  from  the  order  of  dismissal,  which 
has  been  taken  to  the  United  States  Circuit  Court 
for  the  Second  Circuit. 


TAX  ASSESSMENTS 

The  Company  is  actively  contesting  before  the 
U.  S.  Board  of  Tax  Appeals  the  jeopardy  assess- 
ments made  by  the  Federal  government  in  Decem- 
ber, 1935,  for  alleged  back  taxes,  particulars  of 
which  are  given  in  footnote  7  on  page  twenty-six 
of  this  report. 

Existence  of  these  unwarranted  tax  claims  has 
been  a  serious  hindrance  to  financing.  It  has  pre- 
vented the  sale  of  bonds,  the  proceeds  of  which 
would  have  provided  funds  for  new  construction ; 
the  result  is  that  it  has  been  impossible  to  make 
some  desirable  additions  to,  or  improvements  of, 
existing  facilities  for  service  and  payment  of  those 
which  have  been  completed  has  proved  a  heavy 
drain  on  available  eash.  Moreover,  these  claims 
have  also  interfered  with  the  refunding  at  lower 
rates  of  many  securities  of  operating  subsidiaries, 
which  would  have  resulted  in  substantial  savings 
in  interest  charges. 


TAXATION 

TAXES  at  $15.754,000— Taxes  on  Associated  Gas  and 
Electric  Company  and  its  subsidiaries  amounted 
to  $15,754,411  for  1937,  which  is  equivalent  to 
$43,163  a  day,  Sundays  and  holidays  included. 
Huge  as  is  this  total,  it  is  not  so  alarming  as  the 
rate  at  which  the  tax  burden  is  increasing.  For 
the  year  1937  taxes  were  20%  or  $2,607,763 
higher  than  in  the  previous  year.  Since  1928, 
annual  taxes  on  present  subsidiaries  of  the  Com- 
pany have  increased  nearly  $10,000,000  and  total 
taxes  for  the  ten-year  period  amounted  to  over 
$96,000,000,  as  indicated  in  the  following  table: 


For  the  Year 

Cumulative 

1937  

  $1.1,734,000 

$96,608,000 

1936  

  13,146,000 

80,854,000 

193j  

  11,927,000 

07,708,000 

1934  

  11,124,000 

55,781,000 

1933  

  9,568,000 

44,657,000 

1932  

  8,378,000 

35,089,000 

1931  

  7,403,000 

26,711,000 

1930  

  6,508,000 

19,308,000 

1929  

  6,830,000 

12,800,000 

1928  

  5,970,000 

5,970,000 

The  annual  tax  bill  of  the  Associated  Gas  and 
Electric  Company  and  subsidiaries  is  approxi- 
mately $2,285,000  more  than  the  total  revenue 
from  all  of  its  316,213  residential,  commercial, 
and  industrial  gas  customers,  or  is  equal  to  the 
revenue  from  425,000  average  residential  electric 
customers.  In  some  companies  more  than  20  cents 
out  of  each  dollar  of  revenue  is  turned  over  to  the 
tax  collector.  The  System  expects  to  pay  reason- 
able taxes  but  the  increase  of  nearly  $10,000,000 
in  annual  taxes  since  1928  absorbs  income  that 
might  otherwise  have  been  available  for  improv- 
ing service,  reducing  rates,  or  providing  a  re- 
turn sufficient  to  attract  additional  capital.  Cus- 
tomers will  not  enjoy  progressively  lower  rates  if 
these  taxes  continue  to  increase  as  at  present; 
similarly,  security  holders  cannot  obtain  their 
just  return  under  these  circumstances. 

The  taxes  are  equivalent  to  $768  for  each  regu- 
lar employee  on  the  pay  roll.  Pay  roll  is  one  of 
the  System's  largest  single  items  of  expense,  but 
in  some  large  operating  subsidiaries,  taxes  equal 
or  exceed  pay  roll.  Taxes  aggregate  an  amount 
equal  to  45%  of  pay  roll,  against  39%  a  year  ago. 

If  taxes  on  the  Associated  Gas  and  Electric 
Company  and  subsidiaries  bore  the  same  relation 
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to  gross  earnings  as  they  did  in  1929,  there  would 
be  $8,300,000  more  available  for  interest  and 
dividends,  for  increasing  pay  roll,  for  new  con- 
struction, or  other  System  requirements.  This 
amount  is  enough  to  pay  interest  at  5fo  on  $166,- 
000,000  of  securities  or  would  provide  sufficient 
income  after  debenture  interest  charges  of  the 
Company  to  pay  annual  interest  requirements 
on  Convertible  Obligations,  annual  dividend  re- 
quirements on  Preferred  and  Preference  stocks, 
and  still  leave  a  balance  of  about  90  cents  a  share 
on  the  4,583,000  shares  of  Class  A  stock  now 
outstanding. 

CLASSIFICATION  OF  TAXES — A  comparative  schedule 
of  taxes  for  the  years  1937  and  1936  is  shown 
below : 

Federal:  1937  1936 
Income  (normal  and  un- 
distributed profits)  $  2,884,457.25   $  2,359,457.74 

Electric  energy    1,743,490.92  1,612,685.71 

Capital  stock  and  excess 

profits    373,738.81  371,275.92 

Old  age  benefits   240,378.44  — 

Unemployment  insurance..  63,835.79  52.145.S6 
Other    148,038.88  156,914.68 

Total   $  5,453,940.09  $  4,552.479.91 

State: 

Gross  earnings   $  1,585,057.87  $  1,396,108.00 

Emergency  gross  receipts       507,596.23  1,432.02 

Income                                   631,053.00  518,368.78 

Property  and  franchise....        855,917.37  776,792.55 

Unemployment  insurance..       454,714.12  227,099.83 

Capital  stock                          631,158.12  481,470.97 

Other                                        325,823.45  296,413.02 

Total   $  4,991,320.16  $  3,697,685.17 

Local : 

Eeal  estate   $  4,278,204.47  $  4,010,426.71 

Franchise                               233,963.57  212,942.97 

Gross  earnings                       176,408.04  239,405.78 

Emergency  gross  receipts        92,730.47  — 

Other                                     221,443.60  200,344.64 

Total  $  5,002,750.15  $  4,663,120.10 

Miscellaneous   $    306,399.95  $  233,361.92 

Combined  total  $15,754,410.35  $13,146,647.10 

The  above  captions  describe  some  of  the  various 
forms  of  taxation ;  in  all  there  are  more  than  40 
different  kinds  of  taxes  levied  on  companies  in  the 
Associated  System. 

GOVERNMENT  POLICIES 

PUBLIC  UTILITY  ACT— On  March  28,  1938,  the  United 
States  Supreme  Court,  in  a  suit  brought  by  the 
Government  against  the  Electric  Bond  and  Share 
Company,  held  constitutional  the  registration 
provisions  of  the  Public  Utility  Holding  Com- 
pany Act  of  1935.  On  March  29,  1938,  Associated 
Gas  and  Electric  Company  and  certain  of  its  sub- 
sidiary holding  companies  registered  as  holding 
companies  under  the  Act.    It  had  previously 


joined  with  several  of  its  subsidiaries  as  plaintiffs 
in  a  suit  in  equity  asking  that  the  Act  be  adjudged 
unconstitutional.  Most  of  the  other  important 
utility  holding  companies  of  the  country  also 
brought  such  suits. 

The  action  of  the  Court  in  ruling  only  on  the 
registration  provisions  of  the  Act  leaves  open  the 
question  of  the  constitutionality  of  all  the  regu- 
latory provisions  which  have  been  the  cause  for  so 
much  apprehension  on  the  part  of  utilities. 

The  properties  of  Associated  Gas  and  Electric 
Company  in  New  York,  Pennsylvania  and  New 
Jersey,  where  65  fo  of  its  customers  are  concen- 
trated, represent  a  closely  integrated  and  inter- 
connected group  which  would  form  a  strong 
nucleus  of  properties  even  in  the  event  it  be- 
comes necessary  under  the  Act  to  dispose  of  some 
of  the  more  distant  holdings. 

INTEGRATION  AND  SIMPLIFICATION — In  compliance 
with  the  letter,  dated  August  3,  1938,  of  the  Hon- 
orable William  O.  Douglas,  Chairman  of  the 
Securities  and  Exchange  Commission,  and  pur- 
suant to  certain  resolutions  adopted  by  the  Board 
of  Directors  of  Associated  Gas  and  Electric  Com- 
pany, a  committee  has  been  appointed  to  prepare 
a  tentative  plan  of  integration  and  simplification 
looking  towards  compliance  with  Section  11  of 
the  Public  Utility  Holding  Company  Act  of  1935, 
for  submission  to  said  Commission. 

The  process  of  elimination  through  merger, 
consolidation,  or  dissolution,  companies  whose  sep- 
arate corporate  existence  has  served  its  purpose, 
was  continued  during  the  year.  This  simplifica- 
tion of  the  System's  corporate  structure  has  taken 
place  largely  since  1922,  during  which  period  351 
corporations  have  been  so  eliminated,  and  substan- 
tial economies  have  been  thus  effected. 

During  the  past  year  eight  companies  have  been 
eliminated.  The  most  important  units  were  New 
York  Central  Electric  Corporation  and  Empire 
Gas  and  Electric  Company,  with  a  combined  gross 
annual  revenue  of  approximately  $5,250,000, 
which  were  merged  into  New  York  State  Electric 
&  Gas  Corporation  as  soon  as  the  necessary  con- 
sent of  the  Public  Service  Commission  of  New 
York  could  be  obtained.  The  New  York  State 
company  is  now  the  largest  operating  company  in 
the  System,  with  total  gross  revenue  of  about 
$24,000,000  annually.  The  number  of  companies 
eliminated  in  each  of  the  past  years  is  as  follows : 


1922... 
1923... 
1924... 
1925... 
1926.. 
1927... 
1928.. 
1929... 


.  IS 
17 
.  33 
.  34 
19 


1930... 
1931... 
1932.. 
1933... 
1934... 
1935... 
1936.. 
1937... 


22 
27 
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RATE  REDUCTIONS— Many  rate  reductions  ordered 
by  regulatory  authority  in  recent  years  have  pro- 
duced an  "unfair"  or  uneconomic  reduction  in  net 
income.  Uneconomic  reductions  in  rates  are  those 
which  do  not  encourage  sufficiently  greater  use  of 
the  service  to  residt  shortly  in  increased  net  rev- 
enues, but  instead  cut  down  net  earnings  to  a 
point  where  investment  in  public  utility  equities 
is  no  longer  attractive  to  those  who  have  capital 
to  invest.  There  is  considerable  evidence  that 
this  point  has  now  been,  or  is  just  about  to  be, 
reached  by  the  electric  and  gas  industries. 

To  an  unfortunate  extent,  regulatory  commis- 
sions have  not  applied  either  economic  or  legal 
principles  in  their  recent  orders  for  rate  reduc- 
tions, nor  have  they  made  careful  studies  of  the 
long  term  economic  effect  of  the  new  rates.  In- 
stead, rate  reductions  have  been  the  result  of 
compromises  reached  by  a  process  of  offer  and 
counter  proposal,  until  a  figure  was  arrived  at 
which  the  utility  affected  could  accept  as  some- 
thing less  than  a  fatal  loss  in  earnings,  and  which 
the  Commission  could  point  to  as  substantial  evi- 
dence of  its  service  to  the  community.  Inevitably, 
such  a  process  of  rate-making  often  results  in  the 
acceptance,  by  the  utility,  of  rate  reductions 
which  leave  less  income  for  the  investor  than  he 
is  legally,  morally,  and  economically  entitled  to — 
simply  because  the  involved  and  long  drawn  out 
procedure  necessary  to  establish  the  investor's 
rights  may  cost  him  more  than  he  could  gain  by 
winning  his  case. 

MUNICIPAL  OWNERSHIP  ACTIVITY— Political  agita- 
tion for  municipal  ownership  of  utilities  has  had 
its  effect  in  the  Associated  areas  as  well  as  else- 
where. Since  November,  1933,  referendums  have 
been  held  in  nineteen  Associated  communities  to 
determine  whether  or  not  municipally  owned  and 
operated  electric  plants  shall  be  constructed.  Of 
these  nineteen,  thirteen  had  complete  generation 
and  distribution  under  consideration.  Eleven  of 
these  proposals  have  been  approved  by  the  voters 
although  none  of  the  plants  has  actually  been 
built.  Some  6,200  communities  are  served  by 
Associated  subsidiaries. 

MANAGEMENT 

During  the  early  part  of  1938,  the  Utilities 
Mutual  Management  Association,  Inc.,  and  its  sub- 
sidiary management,  engineering,  and  purchasing 
units  were  combined  into  one  company  under  the 
name  of  The  Utility  Management  Corporation. 
This  company  is  entirely  owned  by  the  companies 
in  the  Associated  Gas  &  Electric  System  and  ser- 
vices are  rendered  on  a  mutualized  basis.  In  com- 
pliance with  the  Public  Utility  Holding  Company 
Act  of  1935  application  was  made  to  the  Secur- 
ities and  Exchange  Commission,  in  April  1938, 
for  approval  of  this  arrangement  of  providing 
mutualized  services. 


Services  in  connection  with  accounting,  finance, 
tax,  and  administrative  matters  continue  to  be 
furnished  by  Utility  Auditors  and  Tax  Consul- 
tants and  similar  organizations  which  are  not  part 
of  the  Associated  Gas  &  Electric  System.  A  num- 
ber of  employees  of  these  organizations  occupied, 
until  recently,  the  positions  of  officers  and  direc- 
tors of  System  companies  as  a  part  of  their  em- 
ployment and,  prior  to  their  resignations,  per- 
formed the  duties  incident  thereto. 

AUDITING 

In  accordance  with  established  policy,  the  ac- 
counts of  Associated  Gas  and  Electric  Company 
and  subsidiaries  for  the  year  1937  have  been  exam- 
ined by  independent  certified  public  accountants. 
A  copy  of  the  accountants'  report  appears  on 
pages  sixteen  to  twenty-seven,  inclusive. 

In  recognition  of  changes  in  generally  accepted 
accounting  principles  as  to  the  distinction  be- 
tween earned  surplus  and  capital  surplus,  the 
Company,  as  of  December  31,  1937,  transferred 
its  corporate  deficit  to  capital  surplus,  and  in 
preparation  of  consolidated  statements  all  sur- 
pluses (less  deficits)  of  subsidiaries  have  been 
treated  as  capital  surplus.  This  should  render 
unnecessary  any  question  as  to  whether  certain 
charges  against  capital  surplus  in  prior  years 
should  have  been  made  against  corporate  surplus. 

In  addition  to  the  examinations  by  independent 
certified  public  accountants,  the  accounts  of  the 
various  subsidiaries  are  periodically  audited  in 
detail  by  men  who  are  especially  qualified  by  train- 
ing and  experience  for  this  work.  Such  audits  also 
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include  investigation  of  the  efficiency  of  the  sub- 
sidiaries' systems,  methods,  accounting  personnel, 
etc. 

PAY  ROLL  AND  EMPLOYEES 

During  the  year  there  was  an  increase  of  540 
in  the  number  of  regular  employees,  a  decrease  of 
782  in  temporary  employees,  and  an  increase  of 
$1,804,129  in  pay  roll.  Comparisons  with  previous 
years  follow : 

Total  Regular  Temporary 

Pay  Roll        Employees  Employees 

1937   $35,204,522       20,494  1,652 

1936   33,400,393        19,954  2,434 

1935   30,162,256       19,798  2,493 

EMPLOYEES'  WELFARE  PROGRAM 

Companies  in  the  Associated  System  are  now 
providing  for  their  employees  a  well-rounded  "Wel- 
fare Program  which  includes  an  Insurance  Plan, 
to  provide  for  the  families  of  deceased  or  disabled 
employees;  an  Investing  Plan,  to  encourage 
employees  to  save  during  their  productive  years; 
and  a  Pension  Plan,  to  enable  them  to  retire  when 
they  are  no  longer  able  to  do  a  full  day's  work 
for  a  full  day's  pay.  In  addition,  Credit  Unions 
have  been  encouraged  by  the  Management,  in  order 
to  assist  employees  in  current  financing. 

INSURANCE  plan— The  benefits  of  the  Associated 
Insurance  Plan  were  extended  during  1937  to 
some  4,500  additional  employees  of  the  Company 
and  its  subsidiaries.  Most  of  these  employees 
were  in  companies  acquired  in  recent  years.  Ap- 
proximately 16,600  employees  are  now  protected 
by  the  Plan,  which  has  been  in  effect  since  1932. 
Under  it  employees  are  given  both  ordinary  and 
group  policies.  Total  amount  of  insurance  in 
force  is  $68,019,543.  The  Plan  has  paid  662  death 
claims,  amounting  to  $2,365,000.  About  35%  of 
the  employees  who  died  since  the  plan  has  been 
in  force  carried  no  other  insurance.  Another  19% 
had  $500  or  less.  As  a  contribution  to  the  welfare 
of  employees,  part  of  the  cost  of  this  insurance 
is  paid  by  Associated  companies.  For  1937,  the 
net  cost  of  insurance  borne  by  employer  subsid- 
iaries of  Associated  Gas  and  Electric  Company, 
after  applying  dividends  against  the  gross  pre- 
miums, was  approximately  $640,000  or  1.8%  of 
the  total  pay  roll  of  such  subsidiaries.  The  insur- 
ance is  underwritten  by  four  of  the  largest  in- 
surance companies  in  the  country:  the  Aetna, 
Equitable,  John  Hancock,  and  Prudential  com- 
panies. 

INVESTING  PLAN— The  Employees'  Investing  Plan 
is  an  arrangement  whereby  a  fixed  percentage 
of  an  employee's  pay  is  invested  in  Income  Notes 
due  1981  of  Utilities  Employees  Securities  Com- 
pany. So  long  as  the  purchaser  remains  in  the 
employ  of  companies  in  the  Associated  System,  he 


receives  interest  of  6%  on  the  face  amount  of  such 
securities,  and  an  additional  2%,  making  a  total 
of  8%  annually.  In  1937,  employees  received  fur- 
ther additional  interest  of  1%,  or  a  total  of  9% 
for  that  year.  Those  subsidiaries  of  Associated 
Gas  and  Electric  Company  which  have  adopted 
the  Plan  contribute  one  dollar  to  Utilities  Em- 
ployees Securities  Company  for  every  three  dollars 
subscribed  by  their  respective  employees.  For 
1937,  this  contribution  amounted  to  about  $489,000 
or  2.1%  of  the  pay  roll  of  the  contributing  com- 
panies. These  payments  increase  the  value  of 
Income  Notes  as  investments. 

As  previously  mentioned,  Utilities  Employees 
Securities  Company  has  recently  applied  for 
exemption  from  the  Public  Utility  Holding  Com- 
pany Act  of  1935  on  the  grounds  that  it  is  not 
a  subsidiary  of  Associated  Gas  and  Electric  Com- 
pany. At  this  writing,  hearings  are  being  held  in 
connection  with  this  application. 

PENSION  PLAN — During  the  year  most  of  the  oper- 
ating companies  adopted  a  Pension  Plan  recom- 
mended to  them  by  Employees  "Welfare  Associa- 
tion of  the  Associated  System.  The  purpose  of  the 
Plan  is  to  provide  moderate  retirement  incomes 
in  addition  to  those  wrhich  may  be  payable  under 
the  Social  Security  Act,  to  be  guaranteed  either 
by  an  annuity  contract  with  a  life  insurance  com- 
pany or  by  an  irrevocable  trust  fund  or  by  a 
combination  of  the  two.  The  details  of  the  Plan 
and  its  actuarial  soundness  have  been  supervised 
by  Towers,  Perrin,  Forster  &  Crosby  of  Philadel- 
phia, an  organization  which  is  nationally  known 
for  its  experience  with  funded  pension  plans  for 
corporate  employers.  The  cost  of  the  benefits  to 
be  provided  will  be  borne  entirely  by  the  employer 
and  will  average  less  than  6%  of  the  pay  roll  of 
companies  participating  in  the  Plan  although  a 
few  companies  with  a  relatively  large  number  of 
employees  in  the  higher  age  groups  will  pay  a 
somewhat  higher  percent-age.  Experience  has 
abundantly  shown  that  the  employer  must  carry 
a  substantial  part  of  the  burden  of  caring  for 
superannuated  or  prematurely  disabled  employees 
simply  to  insure  the  continuous  efficiency  of  em- 
ployed personnel.  The  Plan  adopted  this  year  is 
nothing  more  than  a  formal  and  systematic  recog- 
nition of  this  necessity. 

A  number  of  companies  which  adopted  the  Plan 
during  1937  found  that  with  the  rapid  progress  of 
the  industrial  depression  during  the  latter  part 
of  the  year  it  was  impracticable  for  them  to  make 
current  payments  into  the  Pension  Fund,  and  such 
payments  have  been  suspended  until  funds  are 
again  available.  This  will  mean,  for  certain  com- 
panies, postponement  of  the  time  when  the  full 
actuarial  requirements  of  the  Plan  can  be  met. 
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The  Pennsylvania  Public  Utility  Commission 
has  instituted  an  investigation  to  determine  wheth- 
er, in  adopting  the  Pension  Plan,  the  operating 
companies  in  Pennsylvania  violated  the  public 
utility  law  of  that  State  which  requires  approval 
of  the  Pennsylvania  Public  Utility  Commission 
before  an  operating  company,  subject  to  their 
regulation,  may  enter  into  a  contract  with  an 
affiliate  of  such  operating  company.  The  Pension 
Plan  is  operating  in  accordance  with  a  contract 
between  these  companies  and  the  Trustee  of  the 
pension  fund,  and  not  with  an  affiliated  company. 

CREDIT  UNIONS— Credit  Unions  are  strictly  em- 
ployee organizations,  incorporated  under  the 
banking  laws  of  the  States  in  which  they  operate, 
and  supervised  by  the  banking  departments  of 
these  States.  They  are  owned,  financed  and  oper- 
ated by  their  members,  who  are  employees  of 
companies  in  the  Associated  System.  There  is  no 
single  Credit  Union  for  the  whole  System,  but 
groups  and  companies  have  their  own  Unions. 
Employees  who  are  members  pool  their  savings  in 
the  Credit  Union.  When  they  need  cash,  they  can 
withdraw  these  savings.  Other  member  employees 
who  need  money  to  meet  the  expense  of  sickness, 
taxes,  insurance  premiums,  or  other  financial 
burdens,  can  borrow  from  the  Union. 

SAFETY  WORK —  Safety  work  is  carried  on  for 
humanitarian  reasons  as  well  as  for  the  practical 
effect  of  decreasing  losses  in  time  which  are  caused 
by  accidents  to  employees.  Insurance  rates  are 
also  lower  as  a  result  of  these  activities.  Em- 
ployees engaged  in  a  System-wide  accident- 
prevention  contest  in  1937.  Companies  were 
divided  into  three  groups,  according  to  size,  and 
bronze  plaques  awarded  to  the  companies  with  the 
best  accident-prevention  records.  Winning  com- 
panies were  Staten  Island  Edison  Corporation, 
York  Railways  Company,  and  Virginia  Public 
Service  Company. 

ADVANTAGES  OF  GROUP  MANAGEMENT 

Owners  of  holding  company  securities  have  been 
concerned  over  recent  suggestions  that  holding 
companies  perform  no  economic  function  and 
should  be  eliminated  by  law.  Such  suggestions 
certainly  fail  to  recognize  that  the  largest  com- 


panies in  the  principal  industries  are  holding 
companies,  whether  these  industries  be  motors, 
steel,  publishing,  chemicals,  railroads,  or  electric 
and  gas  utilities,  and  that  the  industrial  develop- 
ment in  the  United  States  has  largely  taken  place 
under  a  system  of  holding  company  control  and 
management. 

Holding  companies  have  been  more  useful  than 
any  other  business  device  in  making  possible  the 
widespread  use  of  electricity  and  gas,  telephone 
service,  automobiles,  and  of  most  of  the  other 
things  which  make  our  American  standard  of  liv- 
ing the  highest  in  the  world.  Though  much  has 
been  accomplished,  much  remains  to  be  done.  As 
long  as  we  cling  to  our  standard  of  living  and  try 
to  improve  it,  so  long  will  we  find  in  the  holding 
company  an  indispensable  instrument  for  those 
large-scale  business  operations  which  are  needed  in 
making  products  and  services  of  high  quality 
available  at  prices  which  some  thirty  million 
families  can  afford. 

The  group  or  centralized  management  and 
supervision  of  the  System  has  played  a  large  part 
in  improving  and  extending  service  to  customers 
who  had  none  or  only  partial  service  before ;  in 
raising  large  sums  for  new  construction  to  serve 
existing  customers,  as  well  as  for  extensions  to 
serve  new  customers  and  in  bringing  about  many 
economic  rate  reductions  in  the  interests  of  both 
its  customers  and  security  holders.  The  need  for 
such  management  and  supervision  is  greater  than 
ever  before  because  of  the  increasing  complexity 
of  the  problems  of  the  System  and  the  Industry, 
particularly  those  relating  to  State  and  Federal 
taxes  and  regulation  of  financial  and  corporate 
practices,  as  well  as  rates  for  utility  services. 
Highly  technical  problems  are  involved  and  a  com- 
petent staff  is  required  in  the  preparation  of 
innumerable  reports  which  must  be  prepared  in 
connection  with  these  matters  for  the  various 
governmental  agencies. 

Respectfully  submitted, 

For  the  Board  of  Directors, 

J.  I.  Mange, 
President. 


October  11,  1938. 
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Geographical  Distribution  of  Registered  and  Coupon  Security  Holders 

of 

ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
and 

ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
As  of  June,  1938 


Alabama   

Arizona   

Arkansas   

California   

Colorado   

Connecticut   

Delaware   

District  of  Columbia. 

Florida   

Georgia   

Idaho   

Illinois   

Indiana   

Iowa   

Kansas   

Kentucky  

Louisiana   

Maine   

Maryland  

Massachusetts   

Michigan   

Minnesota   

Mississippi  

Missouri   

Montana   

Nebraska   


Associated  Associated 

Gas  Gas 

and  Electric  and  Electric 

Company  Corporation 


99 

84 

52 

20 

206 

246 

6,375 

4,770 

871 

261 

2,096 

659 

244 

185 

579 

280 

904 

753 

338 

99 

54 

42 

8,012 

4,070 

901 

905 

556 

736 

102 

147 

2,034 

1,120 

375 

841 

1,099 

746 

1,270 

719 

9,136 

4,819 

1,280 

1,293 

1,234 

620 

40 

30 

1,021 

1,184 

115 

89 

361 

365 

Nevada   

New  Hampshire   

New  Jersey   

New  Mexico  

New  York   

North  Carolina   

North  Dakota   

Ohio   

Oklahoma   

Oregon   

Pennsylvania  

Rhode  Island   

South  Carolina  

South  Dakota   

Tennessee   

Texas   

Utah   

Vermont   

Virginia   

Washington  

"West  Virginia  

"Wisconsin   

Wyoming   

Total  United  States 

U.  S.  Possessions 
and  Foreign   

Grand  Total   


Associated  Associated 

Gas  Gas 

and  Electric  and  Electric 

Company  Corporation 


34 

16 

1,722 

334 

6,762 

3,436 

31 

22 

53  319 

24  261 

205 

63 

60 

50 

1,364 

1,059 

280 

166 

356 

299 

31,983 

16,553 

1,618 

446 

574 

476 

489 

151 

642 

425 

854 

537 

152 

23 

279 

156 

399 

151 

1,491 

412 

239 

89 

1,928 

2,012 

95 

23 

144,230  76,243 

11,088  3,304 
155,318  79,547 
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HASKINS  &  SELLS 

CERTIFIED  PUBLIC  ACCOUNTANTS 


ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 
AND  SUBSIDIARY  COMPANIES 


Accountants'  Certificate 


Consolidated  Statements 
Consolidated  Balance  Sheet,  December  31, 1937  (Exhibit  A). 

Capital  Stock  of  Associated  Gas  and  Electric  Company  (Schedule  1). 
Statement  of  Consolidated  Income  for  the  Year  Ended  December  31,  1937  (Exhibit  B). 

Statement  of  Consolidated  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1937  (Exhhut  C). 


Parent  Company  Statements 
Balance  Sheet,  December  31,  1937  (Exhibit  D). 

Statement  of  Income  for  the  Year  Ended  December  31,  1937  (Exhibit  E). 

Statement  of  Corporate  and  Capital  Surplus  for  the  Year  Ended  December  31,  1937  (Exhibit  F). 


ACCOUNTANTS'  CERTIFICATE 

Associated  Gas  and  Electric  Company: 

We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and  Electric  Company 
(incorporated  in  New  York)  and  the  consolidated  balance  sheet  of  the  Company  and  its  subsidiaries 
as  of  December  31,  1937  and  of  the  related  statements  of  income  and  surplus  for  the  year  1937. 
In  connection  therewith,  we  made  a  review  of  the  accounting  methods  and  examined  or  tested  ac- 
counting records  of  the  companies,  except  certain  subsidiaries  which  were  examined  by  other  inde- 
pendent accountants,  and  other  supporting  evidence  in  a  manner  and  to  the  extent  which  we  con- 
sidered appropriate  in  view  of  the  systems  of  internal  accounting  control. 

As  to  the  subsidiaries  examined  by  other  independent  accountants,  the  amounts  included  in  the 
accompanying  consolidated  statements  are  as  shown  by  their  reports  except  for  minor  reclassifica- 
tions to  conform  to  the  general  classifications  used  in  consolidation.  The  book  value  of  the  assets  of 
the  companies  examined  by  other  accountants  amounted  to  approximately  25%  of  the  total  consoli- 
dated assets  at  December  31,  1937  and  the  gross  operating  revenues  of  such  companies  included  in 
the  consolidated  statements  amounted  to  approximately  27%  of  the  consolidated  operating  revenues 
for  the  year  1937. 

It  is  the  accounting  policy  of  the  operating  companies,  in  most  instances,  to  make  provision  for 
retirements,  renewals  and  replacements  of  fixed  capital  in  amounts  which  when  added  to  mainte- 
nance expenditures  equal  fixed  percentages  of  gross  operating  revenues  less  gas  or  power  purchased. 
In  the  major  exceptions  to  the  foregoing  the  provision  is  based  on  percentages  of  operating  revenues 
without  deduction  for  maintenance  expenditures  or  is  in  amounts  as  determined  by  the  manage- 
ment, which  amounts  have  been  in  excess  of  the  requirements  of  the  bond  indentures.  In  the  case 
of  automobiles  and  coaches  provision  is  made  for  depreciation  on  the  basis  of  the  estimated  life  or 
on  a  mileage  basis,  and  in  certain  other  instances  provision  is  made  for  depreciation  on  the  basis  of 
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the  estimated  life.  The  bases  and  rates  of  provision  were  in  some  instances  changed  during  the 
year,  the  net  result  being  an  increase  of  approximately  $572,000  in  the  provision  for  the  year. 

During  the  year  Associated  Gas  and  Electric  Company  reinstated  debt  discount  and  expense 
applicable  to  bonds  still  outstanding  which  had  previously  been  written  off.  The  amortization  of  debt 
discount  and  expense  as  shown  in  the  accompanying  statements  of  income  represents,  with  relatively 
minor  exceptions,  amortization  of  debt  discount  and  expense  on  outstanding  indebtedness  (or  prior 
indebtedness  refunded  thereby)  of  the  issuing  companies.  Losses  on  sales  of  bonds  by  other  than 
the  issuing  companies  have  not  been  treated  as  debt  discount  but  have  been  currently  charged  off 
as  sustained.  Credits  for  discount  on  bonds  held  intercorporately  at  less  than  par  have  been  applied 
in  consolidation  either  in  reduction  of  unamortized  debt  discount  and  expense  or  as  an  addition  to 
capital  surplus. 

Subsequent  to  December  31,  1937  Associated  Gas  and  Electric  Company,  by  resolution  of  the 
Board  of  Directors,  transferred  its  corporate  (earned)  deficit  as  of  that  date  to  capital  surplus  and 
in  consolidation  all  surpluses  (less  deficits)  of  subsidiaries  have  been  treated  as  capital  surplus,  thus 
obviating  any  question  as  to  whether  certain  charges  against  capital  surplus  in  prior  years  should 
have,  in  accordance  with  the  present  generally  accepted  accounting  principles,  been  made  against 
corporate  (earned)  surplus. 

In  our  opinion,  based  on  our  examination  and  upon  the  reports  of  other  accountants  as  to  the 
companies  whose  accounts  were  not  examined  by  us,  and  subject  to  the  fact  that  we  are  not  in  a 
position  to  express  an  opinion  as  to  the  contingent  liability  for  Federal  income  taxes  (see  footnote 
to  the  consolidated  balance  sheet)  or  as  to  the  provisions  for  retirements,  renewals  and  replacements 
(or  depreciation)  of  fixed  capital,  the  accompanying  balance  sheets  and  related  statements  of  income 
and  surplus,  with  the  footnotes  thereon,  fairly  present,  in  accordance  with  accepted  principles  of 
accounting  consistently  followed  by  the  companies  (subject  to  the  explanations  in  the  two  preceding 
paragraphs),  the  financial  condition  of  the  Company  and  of  the  Company  and  subsidiaries  con- 
solidated as  of  December  31,  1937  and  the  results  of  their  operations  for  the  year. 

Haskins  &  Sells 


New  York, 

August  12,  1938. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1937 

ASSETS 

FIXED  CAPITAL: 

Plant,  property,  equipment,  etc.  at  estimated  reproduction  cost  (shown  in  memorandum  accounts 
in  the  ease  of  certain  companies)  including  going  value  and  other  intangibles  at  various  dates 
of  revaluation  (with  relatively  minor  exceptions),  plus  subsequent  additions  at  cost,  less 
retirements  (includes  approximately  $7,000,000  which  has  been  disallowed  in  the  Federal  Power 
Commission's  determination  of  original  cost  of  three  projects,  the  disposition  of  which  has 
not  been  determined,  and  approximately  $800,000  reported  as  in  process  of  or  subject  to 
retirement)  and  $86,871,111.52  uneliminated  balance  of  investments  in  subsidiaries  (see  Note  1)  $  914,783,950.04 


INVESTMENTS— (see  Note  1)  : 

In  affiliated  companies   (including  advances,  open  accounts,  etc.)   at  cost  or 

companies'  valuation    $40,328,213.20 

Other  investments  ($5,542,028.51  at  cost  or  companies'  valuation;  $7,231,839.29 
at  the  lower  of  values  based  on  market  quotations  or  carrying  value) — 

($2,316,325.32  pledged)                                                                                   12,773,867.80  53,102,081.00 

DEPOSITS  FOB  MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)   2,260,895.37 

DEPOSITS  FOR  SINKING  FUNDS,  CONSTRUCTION,  ETC.  (includes  $32,244.94  cash  held  in 

escrow — see  Note  3)   2,660,095.16 

CASH  (including  working  funds)   8,997,361.20 


NOTES  AND  ACCOUNTS  RECEIVABLE: 

Consumers    $  9,059,777.36 

Appliances — instalment  accounts   (including  $352,236.71  pledged  as  additional 

security  for  appliar.ce  accounts  receivable  sold)   2,031,772.63 

Miscellaneous  (including  $101,793.87  due  from  employees)   1,354,889.53  12,446,439.52 


MATERIALS,  SUPPLIES  AND  MERCHANDISE— including  construction  materials  (book  inventories)  6,068,072.31 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)   4,949,996.62 

PREPAID  EXPENSES    1,162,106.27 

UNAMORTIZED  DEBT  DISCOUNT,  PREMIUM  AND  EXPENSE   28,490,290.80 


MISCELLANEOUS  UNADJUSTED  DEBITS- 


TOTAL    $1,037,816,361.03 

See  Notes  on  Page  Twenty-Six  which  are  an  Integral  Part  or  the  above  Statement. 


EXHIBIT  A 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1937 


CAPITAL  STOCK  AND  SURPLUS  (including  capital  surplus  reserved  for  conversion 
of  debentures)  : 

Capital  stock  of  Associated  Gas  and  Electric  Company  (see  Notes  2  and  3)  — 

Schedule  1    $100,430,818.00 

Consolidated  surplus: 

Capital  surplus  reserved  for  conversion  of  debentures   28,045,480.00 

Capital— Exhibit  C    19,816,434.33 

Corporate — Exhibit  C     —        $  143,292,732.33 

CAPITAL  STOCK  OP  SUBSIDIARY  COMPANIES  HELD  BY  PUBLIC  (including 
surplus  applicable  thereto)  : 

General  Gas  &  Electric  Corporation  ($15,518,000  of  equivalent  rank  with  stocks 
of  Associated  Gas  and  Electrie  Company)  : 

Preferred  (including  accrued  cumulative  dividends  not  currently  being  paid)         $  5,820,322.10 

Common    14,125,190.57 

Other  subsidiary  companies : 

Preferred    71,764,204.16 

Common  and  participating   2,176,615.74  93,S86,392.57 

OBLIGATIONS  OP  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  CONVERTIBLE  INTO 

STOCK  AT  COMPANY'S  OPTION  (less  54,327,300  in  escrow— see  Note  3)   49,262,610.00 

SCRIP  CERTIFICATES  FOR  INTEREST  ON  CONVERTIBLE  OBLIGATIONS  OF  ASSOCI- 
ATED GAS  AND  ELECTRIC  COMPANY  (less  $919,551.25  in  escrow— see  Note  3)   11,709,562.11 

FUNDED  DEBT  AND  INTEREST-BEARING  SCRIP: 

Associated  Gas  and  Electric  Company   $268,176,557.22 

Less  fixed  interest  debentures  deposited  and  held  by  escrow  agents  under  Plan 

of  Rearrangement  of  Debt  Capitalization   203,296,080.00 

Remainder  (including  $3,877,337.22  due  in  1938)   $  64,879,877.22 

Subsidiary  companies: 

Associated  Gas  and  Electric  Corporation   144,514,960.00 

Other  subsidiary  companies  (including  $2,809,250  due  in  1933)   383,776,166.79  598,171,004.01 

MATURED  BONDS  AND  BOND  INTEREST,  ETC.  (contra)   2,260,895.37 

MATURED  FUNDED  DEBT  OF  SUBSIDIARIES  (in  process  of  reorganization)   3,288,000.00 

NOTES  AND  ACCOUNTS  PAYABLE  TO  AFFILIATED  COMPANIES  ($176,058.88  represents 

lien  on  automotive  equipment)   362,302.79 

NOTES  PAYABLE  (includes  $7,617,590.01  with  collateral)   11,058,064.82 

ACCOUNTS  PAYABLE    7,025,446.43 

DIVIDENDS  ACCRUED  ON  PREFERRED  STOCKS  OF  SUBSIDIARY  COMPANIES  ($1,944.15 

declared)   ..   235,436.12 

TAXES  ACCRUED    7,879,961.16 

INTEREST  AND  MISCELLANEOUS  ACCRUALS  (less  $6,216.00  accrued  interest  on  securities 

in  escrow — see  Note  3)   9,608,613.27 

CONSUMERS'  SERVICE  AND  LINE  DEPOSITS   5,858,784.62 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)   4,949,996.62 

RESERVE  FOR  RETIREMENTS,  RENEWALS  AND  REPLACEMENTS  OF  FIXED  CAPITAL 

(including  adjustments  resulting  from  revaluation).   70,907,076.38 

RESERVE  FOR  PRIOR  YEARS'  FEDERAL  INCOME  TAXES   (subject  to  final  determination 

see  Note  7)   3,660,150.63 

RESERVE  FOR  DOUBTFUL  ACCOUNTS  RECEIVABLE   1,265,819.84 

CONTRIBUTIONS  FOR  EXTENSIONS— NON-REFUNDABLE   3,134,535.83 

MISCELLANEOUS  RESERVES  AND  UNADJUSTED  CREDITS   (including  $190,988.75  accrued 

cumulative  dividends  not  currently  being  paid  on  preferred  stocks  of  subsidiaries)   4,398,976.13 

TOTAL    $1,037,816,361.03 

See  Notes  on  Page  Twenty-Six  which  aff^  an  Integral  Part  op  the  above  Statement. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1937 
(Including  companies  acquired  in  19S7  from  dates  of  acquisition  only) 

Operating  Revenues: 

Electric    $101,068,927.94 

Gas  .<   13,691,986.20 

Steam  heating,  water,  ice,  transportation,  ete   10,838,167.02  $125,599,081.16 

Operating  Expenses  and  Maintenance: 

Operating  expenses    $  55,528,994.41 

Maintenance    9,085,360.52  64,614,354.93 

Balance  Before  Taxes  and  Provision  tor  Retirements   $  60,984,726.23 

Provision  for  Taxes  (including  Federal  income  taxes)   15,442,225.38 

Balance  Before  Provision  roa  Retirements   $  45,542,500.85 

Provision  for  Retirements,  Renewals  and  Replacements  of  Fixed  Capital   10,876,466.28 

Operating  Income    $  34,666,034.57 

Other  Income  (net)  : 

Interest,  dividends,  etc.  (including  $526,2S8.10  income  of  a  subsidiary  arising  from 

charges  taken  up  by  other  subsidiaries  in  operating  expenses)   $  2,289,792.05 

Less:  Non-operating  expenses    432,269.32  1,857,522.73 

Gross  Income    $  36,523,557.30 

Deductions  from  Income: 
Subsidiary  companies: 

Operating  utility  and  group  companies: 

Interest  on  funded  debt   $  18,305,868.66 

Interest  on  unfunded  debt   1,335,197.94 

Less:  Interest  charged  to  construction  (credit)   163,793.35 

Amortization  of  debt  discount  and  expense   1,441,391.08 

Dividends  on  preferred  stocks  paid  or  accrued   4,477,078.11 

Minority  interest  in  net  earnings   226,351.35  25,623,093.79 

Balance    $  10,900,463.51 

Associated  Gas  and  Electric  Corporation: 

Interest  on  fixed  interest  debentures   $  2,052,514.77 

Interest  on  income  debentures   4,156,041.38 

Amortization  of  debt  discount  and  expense   77,837.08  6,286,393.23 

Balance    $  4,614,070.28 

Associated  Gas  and  Electric  Company: 

Interest  on  fixed  interest  debentures   $  3,062,401.29 

Interest  on  income  debentures   136,685.49 

Other  interest   186,278.03 

Amortization  of  debt  discount  and  expense   314,633.14  3,699,997.95 

Balance  of  Income  (exclusive  of  charges  referred  to  in  note  below)   $  914,072.33 

See  Notes  on  Page  Twenty-Six  which  are  an  Integral  Part  of  the  above  Statement. 

EXHIBIT  B 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1937 


Balance — January  1,  1937  

Adjustments  arising  from  reinstatement  of  unamortized  debt  discount  and  expense 
of  Associated  Gas  and  Electric  Company  as  of  January  1,  1936  and  miscellaneous 
transfers  from  capital  surplus  to  corporate  surplus  

Balance — January  1,  1937,  as  adjusted  

Additions  : 

Balance  of  income  for  the  year  1937 — Exhibit  B  

Reversal  of  accrued  but  unpaid  dividends  on  subsidiaries'  preferred  stocks  reac- 
quired   

Adjustment  of  minority  interest  in  surplus  of  subsidiaries  

Net  proceeds  from  investments  and  accounts  receivable  previously  written  off  

Surplus  arising  from  reduction  in  stated  value  of  stocks  of  Associated  Gas  and 
Electric  Company   

Surplus  of  subsidiaries  acquired  duriug  the  year,  including  surplus  arising  from 
their  inclusion  in  consolidation  

Discount  on  debentures  and  obligations  of  Associated  Gas  and  Electric  Company 
acquired  by  subsidiaries  

Discount  on  obligations  of  Associated  Gas  and  Electric  Company  convertible  into 
stocks  at  Company's  option  and  obligations  called  for  stocks  of  Company,  and 
debentures  of  Eastern  Utilities  Investing  Corporation  retired  

Portion  of  fixed  capital  and  suspense  to  be  amortized,  previously  charged  to  capital 
surplus,  now  charged  to  current  operations  or  retirement  reserve  

Discount  on  reacquired  or  retired  debentures  and  scrip  certificates  of  Associated 
Gas  and  Electric  Company  

Sundry  adjustments  of  surplus  of  subsidiaries  as  of  dates  of  acquisition  

Miscellaneous   

Total   

Deductions  : 

Expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated  Gas  and 

Electric  Company,  including  expense  of  litigation  in  connection  therewith  

Interest  on  obligations  of  Associated  Gas  and  Electric  Company  convertible  into 

stock  at  Company's  option,  payable  only  as  declared  (paid  in  scrip)  and  other 

charges  ranking  therewith  

Unamortized  debt  discount  and  expense  on  debentures  of  Associated  Gas  and 

Electric  Company  retired  

Net  premium  and  discount  on  reacquisition,  retirement  and  sale  of  bonds  

Reversal  of  accrual  in  prior  periods  of  interest  receivable  on  income  notes  of 

affiliated  company  

Reduction  in  carrying  value  of  investments  in  affiliated  companies  and  other 

investments   

Additional  surplus  applied  in  consolidation  against  carrying  value  of  investments 

in  subsidiaries   

Carrying  value  of  subsidiary  companies'  investments  in  stocks  of  Associated  Gas 

and  Electric  Company  written  off  in  consolidation  and  consolidated  adjustment 

due  to  conversion  of  intercorporately-held  convertible  obligations  into  such  stocks 

Transfers  between  corporate  and  capital  surplus  

Capital  stocks  of  Associated  Gas  and  Electric  Company  reacquired  (retired,  or 

in  treasury,  or  in  escrow)  

Excess  reproduction  cost  of  fixed  capital  retired  

Eixed  capital  retirements  charged  to  surplus  of  subsidiaries  as  of  dates  of 

acquisition  

Decrease  in  excess  of  discounts  on  bonds  of  subsidiary  companies  held  inter- 

corporately  over  unamortized  debt  discount  and  expense  

Miscellaneous   

Total  

Balance   

Transfer  op  Consolidated  Corporate  Surplus,  at  December  31,  1937,  to  Consoli- 
dated Capital  Surplus  

Balance,  December  31,  1937  

See  Notes  on  Page  Twenty-Six  "which  are  an  Integral  Part  of  the  above  Statement. 


Corporate 

Capital 

Surplus 

Surplus 

$11,842,656.08* 

§  65,899,548.75 

790,034.17 

6,804,153.80 

$11,052,631.91 

$  72,703,702.55 

914,072.33 

— 

642,631.07 

330,691.46 

669,495.76 

— 

102,933,907.55 

— 

6,247,035.18 

— 

1,273,547.87 

— 

624,265.49 

— 

399,396.95 

145,194.33 

— 

104,709.58 

184,952.99 

291,702.73 

$12,729,130.32 

$187,560,261.65 

*  634,078.95 

2,141,922.21 

— 

163,098.46 

_ 

223,597.64 

— 

161,860.69 

- 

2,331,916.73 

20,738,368.85 

810,527.25 

9,739,790.57 

135,772,576.15 

629,165.95 

6S9.165.95 

6,366,151.47 

309,204.02 

497,067.74 

274,524.22 

76,986.61 

231,286.08 

$  7,173,154.49 

$173,299,803.15 

$  5,555,975.83 

$  14,260,458.50 

5,555,975.83 

5,555,975.83 

%  19,816,434.33 

EXHIBIT  C 
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Associated  Gas  and  Electric  Company 
BALANCE  SHEET 

December  31,  1937 

(Reflecting  Transfer  of  Corporate  Deficit  to  Capital  Surplus  Authorised  in 
March  19SS  as  of  December  SI,  19S7) 


ASSETS 

Investment  in  Subsidiary — Associated  Gas  and  Electric  Corporation  (aee 

Note  1)  : 

Common  stock — 671,000  shares  of  no  par  value   (entire  issue),  at  Company's 

valuation    $358,019,875.00 

Notes  receivable  (subordinated  to  all  other  indebtedness  of  the  corporation): 

6%  income  note,  due  December  1,  1980   71,805,220.00 

Non-intere3t-bearing  note,  due  December  1,  19S3   10,000,000.00 

Account  receivable   1,643,468.00 

Dividends  receivable   210,000.00  $441,678,563.00 


Deposits  for  Matured  Interest,  Dividends  Payable,  and  Matured  Scrip,  Etc   206,586.38 

Due  prom  Associated  Gas  and  Electric  Securities  Company,  Inc.  (Del.) — Receivable  in  Secur- 
ities op  Associated  Gas  and  Electric  Company  Under  Exchange  Offer   17,000.00 

Cash  (in  escrow— see  Note  2)   32,244.94 

Cash    1,589.39 

Miscellaneous  Unadjusted  Debits   1,381.40 

Unamortized  Debt  Discount  and  Expense   6,830,469.68 

Contra  to  Liability  for  Assumption  of  Bonds  op  Subsidiary  Company,  due  1953,  Included  in 

Funded  Debt   1,000,000.00 


Total   $449,767,834.79 

LIABILITIES 

Capital  Stock  (including  stock  to  be  issued)  and  Surplus  (including  capital  surplus 
reserved  for  conversion  of  debentures)  : 

Stated  capital  (see  Notes  2  and  3)— Schedule  1    $100,430,818.00 

Surplus : 

Capital  surplus  reserved  for  conversion  of  debentures   28,045,480.00 

Capital— Exhibit  F   184,909,283.45 

Corporate— Exhibit  F                                                                                             —  $313,385,581.45 

Obligations  Convertible  into  Stock  at  Company's  Option  (less  $4,327,300  in  escrow — see  Note  2)..  49,513,660.00 
Scrip  Certificates  for  Interest  on  Convertible  Obligations  (less  $919,551.25  in  escrow — see 

Note  2)    11,898,636.27 

Funded  Debt: 

Fixed  interest  debentures  (less  $110,500  in  treasury)   $265,938,370.00 

Less  fixed  interest  debentures  deposited  with  and  held  by  Escrow 

Agents  under  the  Pian  of  Rearrangement  of  Debt  Capitalization  203,296,680.00 

Remainder  (including  $3,515,100  due  in  1938)   $  62,641,690.00 

Sinking  fund  income  debentures  (less  $723,905  in  treasury)   10,085,730.00 

Income  debentures   16,500.00 

7%  interest-bearing  scrip,  due  in  1938  (including  interest  accrued  to  December  31, 

1937,  payable  at  maturity  of  scrip)                                                                             549,237.22  73,293,157.22 

Matured  Bond  Interest  (unpresented  coupons),  Unpresented  Dividend  Checks,  and  Matured 

Scrip,  Etc   206,528.83 

Accounts  Payable    1,736.08 

Taxes  Accrued   71,312.76 

Interest  Accrued  (less  $6,216  on  securities  in  escrow — see  Note  2)   1,187,181.47 

Reserve  for  Taxes  (including  Federal  income  taxes  subject  to  final  determination — see  Note  7)....  143,445.30 

Miscellaneous  Reserves   66,595.41 

Total   $449,767,834.79 

See  Notes  on  Page  Twenty-Seven  which  are  an  Integral  Part  op  the  above  Statement. 

EXHIBIT  D 
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Associated  Gas  and  Electric  Company 

STATEMENT  OF  INCOME 

For  the  year  ended  December  31,  1937 


Income  : 

From  subsidiary  company — Associated  Gas  and  Electric  Corporation: 

Dividends  -   $1,729,530.85 

Interest  on  note  (declared  during  year)...   4,240,356.04  $5,969,886.89 


Expenses  and  Taxes: 

Expenses    $  79,472.84 

Provision  for  taxes  (no  provision  required  for  Federal  income  tax)   78,897.33  158,370.17 


Balance — Before  interest  and  §444,385.21  expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization..  $5,811,516.72 

Deductions  from  Income: 

Interest  on  fixed  interest  debentures,  income  debentures,  and  sinking  fund  income 

debentures   $3,490,807.42 

Other  interest   186,278.03 

Amortization  of  debt  discount  and  expense                                                                    322,981.49  4,000,066.94 


Balance  of  In/come  (Exclusive  of  expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  ($444,- 
385.21),  interest  on  obligations  convertible  into  stock  at  Company's  option  ($1,959,3S7.58),  interest 
on  scrip  certificates  for  interest  on  convertible  obligations  ($325,700.22),  and  additional  interest 
on  sinking  fund  income  debentures  ($73,815.08),  which  were  charged  to  surplus)   $1,811,449.78 


EXHIBIT  E 
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Associated  Gas  and  Electric  Company 

STATEMENT  OF  CORPORATE  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1937 


Corporate  Capital 

Surplus  Surplus 

Balance,  January  1,  1937   $1,380,640.09*  $  25,244,282.99 

Adjustments  arising  from  reinstatement  of  unamortized  debt  discount  and  expense 
as  of  January  1,  1936  and  miscellaneous  transfers  from  capital  surplus  to 

corporate   surplus   790,024.17  6,804,153.80 

Balance,  Januaky  1,  1937,  as  adjusted   $2,170,664.36  $  32,048,436.79 

Additions: 

Balance  of  income  for  the  year — Exhibit  E   1,811,449.78  — 

Reversal  of  reserve  for  contingencies   —  49,700,000.00 

Surplus  resulting  from  reduction  of  stated  value  for  stocks   —  102,933,907.55 

Credit  resulting  from  reorganization  of  former  subsidiary  and  exchange  of  inter- 
company securities  in  connection  therewith   166,219.82  2,946,814.36 

Discounts  on  reacquired  debentures,  convertible  obligations,  etc   142,792.77  264,550.49 

Miscellaneous    4.89  32,157.81 


Total   $    50,197.00  $187,925,867.00 


Deductions: 

Expenses  of  Plan  of  Eearrangement  of  Debt  Capitalization   $   444,385.21  — 

Interest  on  obligations  convertible  into  stock  at  company's  option   1,959,387.58  — 

Interest  on  scrip  certificates  for  interest  on  convertible  obligations   325,700.22  — 

Additional  interest  on  sinking  fund  income  debentures   73,815.08  — 

Unamortized  debt  discount  and  expense  on  debentures  retired   163,098.46  — 

Total   $2,966,386.55  — 

Remainder    $3,016,583.55*  $187,925,867.00 

Transfer  of  corporate  deficit,  at  December  31,  1937,  to  capital  surplus   3,016,583.55  3,016,583.55 

Balance,  December  31,  1937   —  $184,909,283.45 


*  Corporate  deficit  since  January  1,  1936. 

See  Note  on  Page  Twenty-Seven  which  is  an  Integral  Part  of  the  above  Statement. 

EXHIBIT  F 
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Associated  Gas  and  Electric  Com 

pany 

and  Subsidiary  Companies 

CAPITAL  STOCK  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY 

December  31  1937 

Description 

Bates  to  which 
accumulative 

dividends 
have  been  paid 

Number  of  shares 
outstanding 
with  public 

•Cumulative  preferred  stock  (without  par  value)  : 

Oct.     1,  1932 

38,720 

$5.00  dividend  series  (less  40  shares  in  treasury  and  23,053  shares  held  in 

June  15,  1932 

93,773 

104 

June  1,  1932 

123,125 

58  671 

Oct.     1,  1932 

97,617 

•Cumulative  preference  stock  (without  par  value)  : 

$4  00  cumulative  preference  (less  5  040  shares  in  treasury  and  44  452  shares 

May    1,  1932 

45,789 

None  paid 

25 

June  15,  1932 

11,691 

Apr.    1,  1932 

3,950 

$6.50  cumulative  preference  {including  4  shares  to  be  issued,  less  28,435  shares 

6,992 

Class  A  stock- — -par  value  $1.00  a  share  (preferred  as  to  assets — after  liquidation 

of  preferred  and  preference  stocks — up  to  $35. 00  a  share,  plus  one-half  of  the 

remaining  assets  after  class  B  and  common  stocks  have  received  in  the  aggre- 

gate an  amount  equal  to  $35.00  a  share  on  the  class  A  stock),  less  1,481,088 

t4,583,246 

Class  B  stock- — par  value  $1.00  a  share  (preferred  as  to  assets — after  liquidation 

of  preferred  and  preference  stocks  junl  distribution  of  ^3-?,00  a  share  to  holders 

of  class  A  stock — to  $35.00  a  share,  but  not  to  exceed  in  the  aggregate  an 

607,953 

Common  stock — par  value  $1.00  a  share  (less  644,314  shares  in  treasury)  

1,106,358 

Optional  stock  purchase  warrants  (less  23,671  warrants  in  treasury)  

6,071,523.5  wts. 

3,710  wta. 

Warrants  on  Associated  Gas  and  Electric  Corporation  8%  bonds,  due  1940,  for 

purchase  of  90,247.6  shares  of  Associated  Gas  and  Electric  Company  common 

— 

See  Notes  on  Page  Twenty-Seven  which  are  an  Integral  Part  of  the  above  Statement. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

NOTES  TO  CONSOLIDATED  BALANCE  SHEET  (Pages  Eighteen  and  Nineteen) 

(1)  The  fixed  capital  and  investments  as  shown  above  do  not  purport  to  represent  realizable  values  or  an  appraisal 
at  the  date  of  the  balance  sheet. 

The  regulatory  commissions,  under  whose  jurisdiction  certain  of  the  subsidiaries  operate,  have  prescribed  a  new 
uniform  system  of  accounts  for  public  utilities  which  requires  a  study  and  restatement  of  property  to  be  made 
and  a  change  from  retirement  to  depreciation  accounting.  Until  the  necessary  studies  have  been  made  it  is  not 
known  to  what  extent  the  accounts  will  be  affected. 

(2)  The  capital  stock  of  Associated  Gas  and  Electric  Company  includes  $5,415,517  unsurrendered  convertible  deben- 
ture certificates,  etc.,  which  have  been  called  for  conversion  into  cumulative  preferred  and  preference  stocks.  At 
December  31,  1937  the  carrying  value  of  stocks  of  Associated  Gas  and  Electric  Company  held  by  subsidiaries  was 
charged  to  consolidated  capital  surplus.  At  December  31,  1936  the  carrying  value  of  such  stocks  was  deducted 
from  the  aggregate  of  the  capital  stock  of  the  Company  and  consolidated  surplus. 

(3)  The  items  indicated  in  the  above  statement  as  in  escrow  (exclusive  0j  ^nose  ne]a  by  egcr0w  agents  under  the  Plan 
of  Rearrangement  of  Debt  Capitalization)  are  held  by  the  trustee  of  Eastern  Utilities  Investing  Corporation 
pending  settlement  of  the  claims  of  the  United  States  Government  against  that  corporation  for  Federal  income 
tax.  The  trustee  also  holds  shares  of  capital  stocks  of  Associated  Gas  and  Electric  Company,  for  which  no  reduc- 
tion has  been  made  in  stated  capital,  as  follows:  23,053  shares  $5.00  dividend  series  preferred  stock,  44,452 
shares  $4.00  cumulative  preference  stock,  and  28,435  shares  $6.50  cumulative  preference  stock. 

(4)  At  December  31,  1937,  undeclared  cumulative  interest,  payable  only  as  declared,  on  obligations  of  Associated 
Gas  and  Electric  Company  convertible  into  stock  at  Company's  option,  held  by  the  public,  amounted  to  $990,251.53, 
and  undeclared  cumulative  dividends  on  preferred  and  preference  stocks  held  by  the  public  (including  stock 
issuable  for  obligations  called  for  conversion)  amounted  to  $14,464,688.54.  The  foregoing  amounts  do  not  include 
dividends  or  interest  on  securities  in  escrow,  referred  to  in  Note  3  above. 

(5)  Certain  securities  of  subsidiary  companies  and  notes  receivable  from  subsidiary  companies  which  eliminate  in  the 
above  statement  are  pledged  as  collateral  to  notes  payable  and  funded  debt  or  deposited  under  escrow  or  other 
agreements,  and  certain  intercompany  receivables  which  eliminate  in  consolidation  are  subordinated  to  other 
indebtedness. 

(6)  Certain  subsidiary  companies  have  undertaken  for  a  limited  period  to  purchase  or  cause  to  be  purchased  all  5% 
debentures  due  197S  of  National  Public  Service  Corporation  presented  to  them  at  a  price  of  $45  for  each  $100 
principal  amount.    At  December  31,  1937  $5,986,500  of  these  debentures  were  held  by  the  public. 

(7)  Notices  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1927  to  1933,  inclusive, 
and  excess  profits  taxes  for  the  year  1933,  aggregating  $50,962,163.71,  with  demands  for  immediate  payment  and 
notice  of  tax  liens,  addressed  to  Associated  Gas  and  Electric  Company  and/or  the  Company  and  its  subsidiaries, 
were  served  on  the  Company  in  December,  1935.  These  assessments  are  being  contested  and  in  the  opinion  of  the 
companies'  tax  counsel,  there  is  no  liability  for  additional  taxes.  Petitions  for  the  years  1929  to  1933,  inclusive, 
have  been  filed  with  the  Board  of  Tax  Appeals  claiming  refund  of  overpayment  for  1929  and  claiming  no  tax 
due  for  the  other  years.  In  addition,  assertions  of  approximately  $9,500,000,  applicable  to  the  years  1927  to  1934, 
inclusive  (1934  being  the  latest  year  examined  in  most  instances),  and  jeopardy  assessments  of  approximately 
$830,000,  which  are  being  contested,  have  been  made  against  subsidiary  companies,  and  Associated  Gas  and  Elec- 
tric Company  may  have  a  liability  in  connection  with  assessments  against  affiliated  companies  of  approximately 
$3,600,000.  For  prior  years,  certain  subsidiary  companies  have  been  assessed  approximately  $300,000  for  other 
taxes.    These  assessments  are  also  being  contested. 

(8)  The  consolidated  statements  include  all  subsidiaries  regardless  of  voting  trust  agreements  or  other  restrictions, 
and  include  certain  companies  which  are  undergoing  reorganization  under  Section  77-B  of  the  Bankruptcy  Act, 
as  amended. 

NOTES  TO  STATEMENT  OF  CONSOLIDATED  INCOME  (Page  Twenty) 

The  above  statement  does  not  include  (1)  expenses  of  Plan  of  Rearrangement  of  Debt  Capitalization  of  Associated 
Gas  and  Electric  Company  and  expenses  of  litigation  in  connection  therewith  ($634,078.95)  of  which  $189,693.74 
was  charged  to  operating  expenses  by  subsidiaries  but  to  corporate  surplus  in  consolidated  statements,  (2)  interest 
on  Associated  Gas  and  Electric  Company  obligations  convertible  into  stock  at  Company's  option,  payable  only  as 
declared  (paid  in  scrip)  ($1,825,857.77),  (3)  interest  on  scrip  certificates  for  interest  on  convertible  obligations  of 
Associated  Gas  and  Electric  Company  ($299,400.03),  and  (4)  additional  interest  of  1%  on  Associated  Gas  and 
Electric  Company  income  debentures  due  1986,  dependent  upon  payment  of  interest  on  convertible  obligations 
($16,664.41).    These  charges  of  $2,776,001.16  are  shown  in  consolidated  corporate  surplus. 


NOTES  TO  STATEMENT  OF  CONSOLIDATED  CORPORATE  AND  CAPITAL  SURPLUS  (Page  Twenry-°H 

•  The  consolidated  corporate  surplus  at  January  1,  1937  was  after  writing  off  the  corporate  deficit  of  Associated  Gas 
and  Electric  Company  at  December  31,  1935. 

See  footnote  to  consolidated  balance  sheet  regarding  cumulative  interest,  payable  only  as  declared,  and  dividends  in 
arrears  for  which  no  provision  has  been  made  above. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

NOTES  TO  PARENT  COMPANY  BALANCE  SHEET  (Page  Twenty-two) 

(1)  The  investments  are  as  shown  by  the  books  and  do  not  purport  to  represent  realizable  values  or  an  appraisal  at 
the  date  of  the  balance  sheet. 

(2)  The  items  indicated  in  the  above  statement  as  in  escrow  (exclusive  of  those  held  by  escrow  agents  under  the 
Plan  of  Rearrangement  of  Debt  Capitalization)  are  held  by  the  trustee  of  Eastern  Utilities  Investing  Corporation 
pending  settlement  of  the  claims  of  the  United  States  Government  against  that  corporation  for  Federal  income 
tax.  The  trustee  also  holds  shares  of  capital  stocks  of  Associated  Gas  and  Electric  Company,  for  which  no  reduc- 
tion has  been  made  in  stated  capital,  as  follows:  23,053  shares  §5.00  dividend  series  preferred  stock,  44,452  shares 
$4.00  cumulative  preference  stock,  and  28,435  shares  $6.50  cumulative  preference  stock. 

(3)  The  stated  capital  includes  $5,416,517  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been  called 
for  conversion  into  cumulative  preferred  and  preference  stocks. 

(4)  At  December  31,  1937,  undeclared  dividends  on  preferred  and  preference  stocks  (including  stocks  issuable  for 
obligations  called  for  conversion)  amounted  to  $46,702,778.09,  and  unpaid  cumulative  interest  on  obligations 
convertible  into  stocks  at  company's  option,  payable  only  if  declared,  amounted  to  $995,252.53.  Of  the  fore- 
going amounts,  $14,4fi4,6S8.54,  and  $090,251.53,  respectively,  apply  to  securities  held  by  the  public,  and  the  bal- 
ance applies  to  securities  held  by  subsidiary  companies.  The  foregoing  amounts  do  not  include  dividends  or  interest 
on  securities  in  escrow  referred  to  in  note  two  above. 

(5)  The  Company  has  a  contingent  liability  in  connection  with  a  joint  agreement  to  indemnify  another  corporation 
for  any  loss  sustained  through  its  guarantee  of  principal  and  interest  on  joint  and  refunding  mortgage  5%  bonds 
of  Empire  Gas  and  Electric  Company  and  Empire  Coke  Company  (principal  amount  $2,634,000,  due  in  1941, 
exclusive  of  $1,895,000  held  in  treasury  and  pledged  with  trustees  as  collateral  to  funded  debt).  The  company 
also  has  a  contingent  liability  as  guarantor  of  interest  up  to  8%  per  annum  on  not  more  than  $2,200,000  principal 
amount  of  income  bonds  of  Utilities  Employees  Securities  Company  (an  indirect  subsidiary)  issued  to  employees 
of  companies  in  the  Associated  Gas  &  Electric  System.  There  was  no  interest  due  and  unpaid  on  either  of  these 
bond  issues  at  December  31,  1937. 

(6)  Iu  April,  1937,  claims  for  counsel  fees  and  disbursements  in  connection  with  the  reorganization  proceedings, 
aggregating  $875,000,  were  filed  on  behalf  of  attorneys  and  counsel  for  petitioning  creditors  and  the  General  Pro- 
tective Committee  aud  its  counsel.  On  June  3,  1938,  Hon.  Alfred  C.  Coxe,  United  States  Circuit  Court  Judge, 
awarded  said  claimants  an  aggregate  amount  of  approximately  $266,000  in  full  settlement  of  these  claims.  The 
Company  has  made  more  than  sufficient  provision  for  the  latter  amount,  the  reserve  therefor  being  transferred  to 
a  subsidiary  through  open  account. 

(7)  Notices  of  assessments  for  Federal  income  taxes  with  penalties  and  interest  for  the  years  1927  to  1933,  inclusive, 
and  excess  profits  taxes  for  the  year  1933,  aggregating  $50,962,163.71,  with  demands  for  immediate  payment  and 
notice  of  tax  liens,  addressed  to  Associated  Gas  and  Eleetrie  Company  and/or  the  company  and  its  subsidiaries, 
have  been  served  on  the  Company.  These  assessments  are  being  contested  and  in  the  opinion  of  the  Company's 
tax  counsel,  there  is  no  liability  for  additional  taxes.  Petitions  for  the  years  1929  to  1933,  inclusive,  have  been 
filed  with  the  Board  of  Tax  Appeals  claiming  refund  of  over-payment  for  1929  and  claiming  no  tax  due  for  the 
other  years.  Additional  claims  for  Federal  taxes,  which  are  being  contested,  have  been  asserted  or  assessed  against 
subsidiary  and  affiliated  companies,  for  which  some  liability  may  exist  against  Associated  Gas  and  Eleetrie  Com- 
pany, if  sustained. 

NOTE  TO  PARENT  COMPANY  STATEMENT  OF  CORPORATE  AND  CAPITAL  SURPLUS  (Page  Twenty-four) 

See  footnote  to  balance  sheet  regarding  cumulative  interest,  payable  only  as  declared,  and  dividends  in  arrears  for 
which  no  provision  has  been  made  above. 

NOTES  TO  STATEMENT  OF  CAPITAL  STOCKS  OF  ASSOCIATED  GAS  AND  ELECTRIC  COMPANY  (Page  Twenty-five) 

*  Includes  shares  represented  by  $5,415,517  unsurrendered  convertible  debenture  certificates,  etc.,  which  have  been 
called  for  conversion  into  cumulative  preferred  and  preference  stocks,  as  follows:  cumulative  preferred,  $5.00 
dividend  series,  7,473  shares;  $5.50  dividend  series,  42  shares;  $6.00  dividend  series,  40,620  shares;  $6.50  divi- 
dend series,  2,457  shares;  $7.00  dividend  series,  2,350  shares;  and  1,214  shares  of  $6.00  cumulative  preference. 

i  Includes  9,917  shares  represented  by  transferable  subscription  receipts;  59,468  shares  represented  by  6%  convert- 
ible debenture  certificates  for  class  A  stock;  and  672  shares  represented  by  class  A  receipts  for  Qr/o  convertible 
debenture  certificates,  series  C. 

The  cumulative  preferred  stock  is  preferred  as  to  assets,  in  the  event  of  liquidation,  up  to  $100.00  a  share,  plus  any 
unpaid  cumulative  dividends,  except  in  the  case  of  the  original  series  preferred  stock,  which  is  preferred  up  to 
$50.00  a  share,  plus  any  unpaid  cumulative  dividends. 

After  the  liquidation  of  the  preferred  stocks  the  cumulative  preference  stock  is  preferred  as  to  assets  up  to  $100.00  a 
share,  plus  auy  unpaid  cumulative  dividends,  except  in  the  case  of  the  $4.00  cumulative  preference  stock,  which  is 
preferred  up  to  $50.00  a  share,  plus  any  unpaid  cumulative  dividends. 

For  statement  purposes,  the  cost  of  treasury  stock  lias  been  charged  to  capital  surplus. 

Stocks  of  Associated  Gas  and  Electric  Company  held  by  companies  included  in  the  consolidation  and  eliminated  above 
are  as  follows:  cumulative  preferred,  $5.00  dividend  series,  246,482  shares;  $4.00  cumulative  preference,  724,224 
shares;  $5.50  cumulative  preference,  290  shares;  $6.00  cumulative  preference,  367,825  shares;  $6.50  cumulative 
preference,  7,184  shares;  and  Class  A,  250  shares. 

There  is  no  separate  stated  value  assigned  to  the  various  classes  of  capital  stock  on  the  books  of  Associated  Gas  and 
Electric  Company.  The  stated  value  for  all  of  the  stocks  is  $100,430,818.00.  The  carrying  value  of  stocks  of 
Associated  Gas  and  Electric  Company  held  by  subsidiaries  included  in  the  consolidation  has  been  charged  to  con- 
solidated capital  surplus. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1933  to  1937,  inclusive 
ASSETS  SIDE 

1937  1936  1935  1934  1933 

Fixed  Capital                          $  914,783,950.04  $  890,923,730.82  $  867,440,853.75  $742,698,589.42  $746,504,548.27 

Investments                                  53,102,081.00  74,885,239.90  75,519,197.10      70,480,072.91  71,440,425.88 

Deposits  for  Matured  Bonds, 
and    Bond    Interest,  etc. 

(contra)                                           2,260,895.37  2,660,833.86  3,775,008.82  1,348,778.07  802,759.92 

Deposits  for  Sinking  Funds, 

etc                                                 2,660,095.16  2,054,369.91  2,324,342.33  538,047.22  505,980.51 

Deposits  for  Bonds  Called....              —  10,216,479.05  15,839,546.00  —  — 

Cash  and  Time  Deposits                8,997,361.20  8,225,797.13  6,016,503.19  7,458,442.37  7,065,586.46 

Notes  and  Accounts  Receiv- 
able                                              12,446,439.52  12,168,104.32  12,448,292.36  9,819,612.55  10,324,870.18 

Materials,  Supplies  and  Mer- 
chandise                                         6,068,072.31  6,337,022.78  5,915,298.65  4,236,756.65  3,855,291.27 

Appliance  Accounts  Receiv- 
able Sold  (contra)                      4,949,996.62  4,324,329.90  2,047,173.56  —  — 

Prepaid  Expenses                            1,162,106.27  1,077,543.89  454,913.50  374,866.39  448,547.18 

Unamortized  Debt  Discount 

and   Expense                             28,490,290.80  22,590,076.16  22,571,147.63  7,938,790.46  9,592,709.17 

Miscellaneous  Unadjusted 

Debits                                         2,895,072.74  3,136,747.44  2,352,794.00  1,198,600.25  1,209,019.21 


Total  Assets  Side          $1,037,816,361.03   $1,038,600,275.16   $1,016,705,070.89   $846,092,556.29  $851,749,798.05 


Tlie  above  statement  is  based  on  published  balance  sheets  as  of  the  respective  dates,  which  have  not  been  adjusted  lo  be  strictly 
comparable. 
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Associated  G 

as 

and  Electr' 

c  Company 

and 

Subsidiary  Compan 

es 

COMPARATIVE  CONSOLIDATED 

BALANCE  SHEET 

December 

1933  to  1937, 

inclusive 

LIABILITIES  SIDE  AND 

CAPITAl 

1937 

1936 

1935 

1934 

1933 

Capital   Stock  and  Surplus 

(including  surplus  reserved  for 

conversions  End  otlier  contin- 
gencies) . 

Associated  Gas  and  Electric 

S 

14S  292,732.33 

170  367  198.43 

$ 

169  677  053.14 

§172,438,383.29 

in  K.A.  aa_q  97Q  on 

Stocks,  the  majority  of  which 

are  of  equal  rank  with  stocks 

19,945,512.67 

22,404,815.78 

24,649,501.87 

ol,  Wo,  OA  1 . 01 

Subsidiary  companies: 

Preferred  stocks   

71,764,264.16 

68,805,713.33 

66,084,51S.33 

33,342,323.33 

35,091,933.33 

Common     stocks,  including 

2,176,615.74 

653,195.61 

309,651.02 

Opt?  1  79  HA. 

63  982.72 

Total    Capita]  Stock 

$ 

242,179,124.90 

* 

262,230,923.15 

$ 

260,720,724.36 

§230,255,883.53 

4990  A1  9  799  AR 

Obligations  Convertible  into 

stock  at  Company's  option  and 

obligations  of  equivalent  rank.. 

$ 

49,262,610.00 

I 

50,409,920.99 

t 

51,821,783.00 

$  52,843,234.00 

§  63  030  048.00 

Scaip  Certificates  for  interest 

on  C01IYI-' rti !      o  lj]  i  '-T  at  ions 

11,709,562.11 

9,829,733.60 

— 

Associated  Gas  and  Electric 

$ 

268,176,557.22 

268,117,019.33 

* 

268,087,647.17 

§269,052,633.92 

$264,042,079.87 

Less    debentures    held  by 

903  9Q(!  KSO  HO 

ofii  i  ri9  <>a  f\  on 

i  no  oar  con  no 

167,546,860.00 

108,673,800.00 

■D 

64,879,877.22 

* 

67,014,779.33 

* 

75,841,057.17 

§101,50o,773.92 

$155,368,279.87 

Associated  Gas  and  Electric 

Corporation 

144,514,960.00 

140,935,520.00 

143,877,995.00 

115  758  965.00 

75,500,935.00 

Otlier  subsidiarv  companies.... 

— 

388,776,166.79 

374,807,872.70 

351,864,065.56 

247  648  722.72 

248,443,291.79 

Total  Funded  Debt.... 

598,171,004.01 

* 

582,758,172.03 

571,583,117.73 

§464,913,461.64 

$479,312,506.66 

Bonds  Called  for  Redemption 

10,216,479.05 

15,712,004.98 

— 

Matured  Bonds  and  Bond  In- 

terest (contra)   

$ 

2,260,895.37 

2,660,833.86 

3,775,008.82 

$  1,348,778.07 

if         QA9  7^0  no 

Matured  Funded  Debt  op  Sub- 

sidiaries  (in  process  of  re- 

organization)   

3,288,000.00 

Notes  and  Accounts  Payable 

to  Affiliated  Companies 

362,302.79 



Notes  Payable   

11,658,064.82 

8,566,576.51 

11,047,193.24 

5,570,598.78 

3,916,600.92 

Accounts  Payable   

7,025,446.43 

5,548,287.45 

4,815,386.16 

3,030,473.41 

3,371,426.98 

17,724,010.55 

15,702,705.48 

13,516,415.91 

14,042,913.62 

11,853,684.69 

5,858,784.62 

5,747,815.93 

5,419,697.88 

4,280,620.74 

4,075  203.50 

Appliance  Accounts  RECErv- 

4,949,996.62 

4,324,329.90 

2,047,173.56 

70,907,076.38 

67,957,547.63 

64,563,910.66 

58,475,129.86 

51,726,595.40 

Other  Reserves  and  Unad- 

12,459,482.43 

12,646,943.58 

11,6S2, 654.59 

11,331,462.64 

13,048,249.52 

Total  Liabilities  Side 

§1,037,816,3  61.03 

$1,038,600,275.16 

$1,016,705,070.89 

§846,092,556.29 

§851,749,798.05 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  INCOME  ACCOUNT 

(Including  acquired  properties  only  since  dates  of  acquisition) 

For  years  ended  December  31st 

1037                    1936                      1935                    1934  1933 

Operating  Revenues: 

Electric                                               $101,068,927.94   $  92,707,745.36   $73,190,931.25   $65,993,443.04  $64,270,440.95 

Gas                                                       13,691,986.20       13,466,888.54     12,106,353.98     11,381,493.47  10,844,081.24 

Steam  heating,  water,  ice,  transpor- 
tation, etc                                          10,838,167.02        9,575,712.56       7,918,432.10       6,598,152.05  6,216,779.05 

Total                                        $125,599,081.16   $115,810,346.46  $93,215,717.33   $83,973,088.56  $81,331,301.24 

Operating  Expenses  and  Mainte- 
nance                                                   64,614,354.93       59,161,101.23     48,319,901.56     42,901,872.69  40,854,769.15 

Balance                                            $  60,984,726.23  $  56,649,245.23  $44,895,815.77  $41,071,215.87  $40,476,532.09 

Provision  for  Taxes                            15,442,225.38      12,508,493.98      9,799,411.27      8,589,951.92  7,855,422.20 

Balance                                            $  45,542,500.85  $  44,140,751.25  $35,096,404.50  $32,481,263.95  $32,621,109.89 

Provision  for  Retirements                   10,876,466.28        9,311,349.05      8,081,815.82      7,329,680.04  6,815,360.98 

Operating  Income                              $  34,666,034.57  $  34,829,402.20  $27,014,588.68  $25,151,583.91  $25,805,748.91 

Other  Income  (net)                              1,857,522.73        1,765,460.79      1,690,741.98      1,140,840.26  1,725,077.05 

Gross  Income                                    $  36,523,557.30  $  36,594,862.99  $28,705,330.66  $26,292,424.17  $27,530,825.96 

Deductions  from  Income  of  Subsid- 
iary Companies                                 31,909,487.02      30,826,370.86     23,998,477.24*  20,443,326.37*  17,693,017.50* 

Balance                                            $    4,614,070.28  $    5,768,492.13  $  4,706,853.42  $  5,849,097.80  $  9,837,808.46 

tPixED  Deductions  from  Income  of 
Associated    Gas    and  Electric 

Company                                             3,699,997.95        3,435,418.50      4,398,040.41      6,029,000.62  11,516,298.34 

Balance                                            $      914,072.33  $    2,333,073.63  $    308,813.01  $    179,902.88\  $  1,678,489.88% 


Notes: 

*  Exclusive  of  that  portion  of  such  charges  ranking  after  fixed  interest  of  Associated  Gas  and  Electric  Company. 

t  Includes    no    interest   on    income    obligations    convertible    into  stock  at  company's  option  or  charges  ranking  therewith. 

t  Loss. 

The  statement  does  not  include  out-of-tlie-ordinary  expenses  in  connection  with  various  investigations,  legal  cases,  etc.,  charged  to 
operating  or  non-operating  expenses  hy  subsidiaries  but  to  corporate  surplus  in  consolidated  statements  for  the  years  ended  December 
31,  1934  to  1937,  inclusive.  It  also  does  not  include  expenses  in  connection  with  the  Plan  of  Rearrangement  of  Debt  Capitaliza- 
tion of  Associated  Gas  and  Electric  Company. 

The  figures  above  are  for  the  purpose  of  indicating  the  trend  of  earnings,  and  have  not  been  adjusted  to  be  strictly  comparable  for 
the  entire  five-year  period.  The  amounts  shown  for  the  years  X998  and  1934  differ  from  the  published  reports  for  those  years, 
due  to  revisions  in  the  comparative  statements  in  subsequent  reports. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Shares 

Shares  eliminated 

Shares  held 

•Capital  stock  of  Associated.  Gas  and  Electric  Company 

outstanding 

in  consolidation. 

by  public 

P   f  e  ■  ed  ■ 

rOrieinAl  geries    Cumulative   ($3  50') 

38,720 

38,720 

s7  00  Series  Cumulative 

97  617 

97,617 

^0  50  Series — Cumulative 

58,671 

58,671 

UU  ^L'L'ic^'  "■■( ' Liitiii iative 

123,125 

123,125 

104 

104 

340,255 

246,482 

93,773 

Preference: 

14,176 

7,184 

6,992 

SO. 00  Series   ■  Cumulative   

371,775 

367,825 

3,950 

$5.50  Serins — Cumulative   

11,981 

290 

11,691 

$5.00  Series — Cumulative   

25 

25 

£4.00  Series — Cumulative   

770,013 

724,224 

45,789 

Class  A   

4,583,496 

250 

4,583,246 

Class  B   

607,953 

607,953 

Common   

1,106,358 

1,106,358 

Optional  Stock  Purchase  Warrants  

1,214,305 1 

l,214,305t 

Mew  OptiouaJ  Stock  Purchase  Warrants  

74,200t 

74,200t 

Common  Stock  Purchase  Warrants  

90,247 1 

10.491J 

79,756t 

*  Includes  unsurrendered  Convertible  Debenture  Certificates,  etc.,  which  have  been  called  for  conversion  into  cumulative  preferred 

and  preference  stocks,  as  explained  in  previous  reports, 
f  Maximum  number  of  shares  of  Class  A  Stock  issuable  upon  exercise  of  warrants. 
$  Shares  of  Common  Stock  issuable  upon  exercise  of  warrants. 


Amount 

Amount 

Amount 

Funded  debt  of  Associated  Gas  and  Interest 

Amount 

eliminated  in 

held  by 

held 

Electric  Company                        rate  % 

outstanding 

consolidation 

Escrow  Agents 

by  public 

4 

$13,937,000.00 

512,869,200.00 

t  1,067,800.00 

8,039,800.00 

§  17,000.00 

5,833,000.00 

2,189,800.00 

Debenture  Bonds,  Consolidated  Befunding: 

Series  due  1968  

85,471,200.00 

63,098,300.00 

22,372,900.00 

Series  due  1958  

4y3 

16,809,200.00 

13,758,500.00 

3,050,700.00 

5 

49,894.000.00 

35,014,300.00 

14,879,700.00 

4y3 

65,257,400.00 

53,563,900.00 

11,693,500.00 

4% 

3,885,850.00 

2,653,450.00 

1,232,400.00 

Convertible  Investment  Certificates,  due  1938 

5% 

14,094,800.00 

187,000.00 

10,579,700.00 

3,328,100.00 

Convertible  Investment  Certificates,  due  1939 

5% 

82,890.00 

1,790.00 

81,100.00 

Convertible  Investment  Certincntes,  due  1943 

6 

56,100.00 

2,000.00 

54,100.00 

Convertible  Debenture  Bonds,  due  1965  

5 

7,410,130.00 

5,926,330.00 

1,483,800.00 

Sinking  Fund  Income  Debentures,  due  1983 : 

f/4 

200,575.00 

200,575.00 

560,585.00 

560,585.00 

41/2 

144.S30.00 

144,830.00 

Series  D   

4 

123,670.00 

123,670.00 

Sinking  Fund  Income  Debentures,  due  1986: 

5% 

472,760.00 

345,620.00 

127,140.00 

5 

5,409,460.00 

4,254,020.00 

1,155,440.00 

4% 

2,914,200.00 

2,401,200.00 

513,000.00 

4 

259,650.00 

204,650.00 

55,000.00 

16,500.00 

16,500.00 

7 

549,237.22* 

549,237.22* 

Total   , 

$64,879,877.22 

*  Includes  accrued  interest,  payable  at  maturity. 


Scrip  certificates  of  Associated  Ons  and  Electric  Company 
for  interest  on  convertible  obligations 

*Interest 
rate  % 

Amount 
outstanding 

Amount 
eliminated 
in  consolidation 

Amount 

held 
by  public 

Due  1941   

4 

♦  8,421,996.15 

1159,800.00 
17,200.00 
6,431.27 

5,642.89 

t  8,262,196.15 
1,892,222.23 
1,050,769.77 
504,373.96 

Due  1942   

4 

1,909,422.23 
1,057,201.04 
510,016.85 

4 

Total  

$11,709,562.11 

*  Interest-bearing  only  in  multiples  of  $100  principal  amount. 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Amount 

Amount 

Obligations  of  Associated  Gas  and  Electric  Company  Interest 

Amount 

eliminated 

held 

convertible  into  stock  at  Company'^  option  r 

outstanding 

in  consolidation 

by  public 

n                 _  — 
A  Q  3001 ATED  uAS  AND  xjLECTRIC  CQAIPAN  Y  I 

$  3,479,650.00 

$  7,900.00 

*  3,471,750.00 

1,176,500.00 

18,300.00 

1,158,200.00 

6 

25,127,996.00 

100,800.00 

25,027,196.00 

0% 

362,314.00 

3,000.00 

359,314.00 

5 

17,713,700.00 

121,050.00 

17,592,650.00 

6 

1,653,500.00 

1,653,500.00 

Total  

$49,262,610.00 

Shares 

Shares  eliminated 

Shares  hold 

Capital  stock  of  General  Gas  &  Electric  Corporation 

itstanding 

in  consolidation 

by  public 

General  Gas  &  Electric  Corporation: 

$5.00  Prior  Preferred  

60,000 

35,348.4 

24,6yl.6 

$8.00  Cumulative  Preferred  

15,343.85 

13,791.5 

1,552.35 

$7.00  Cumulative  Preferred  

22,266.9 

19,885.5 

2,381.4 

$6.00  Cumulative  Convertible  Preferred.  Series  A  and  B.. 

619,804 

597,873 

Class  A — Common   

4,911,749 

2,622,107 

2,289,642 

Clasa  B — Common   v  

3,047,000 

3,036,673 

10,327 

Rate 

Shares 

Shares  eliminated 

Shares  held 

per  share 

outstanding 

in  consolidation 

by  public 

Eastern  Shore  Public  Service  Company  

$6.50 

14,538 

606 

... 
11  ftifi 

Eastern  Shore  Public  Service  Company  

6.00 

20,177 

8,291 

Florida  Power  Corporation  

3.50 

5,940 

962 

it'rm 

Florida  Power  Corporation  

.00 

28,762 

15,729 

Florida  Public  Service  Company  

.00 

21,652 

21,598 

gi 

Georgia  Power  and  Light  Company  

6.00 

10,572 

4,200 

6,372 

Guilford  Water  Company,  The  

6.00 

299.5 

291.5 

8 

Hampton  Water-Works  Company,  The  

6.00 

622 

486 

136 

Keystone  Public  Service  Company  

2.80 

11,939 

2,665 

9,274 

Mars  Hill  &  Blaine  Water  Company  

( 

.00 

210 

160 

50 

Metropolitan  Edison  Company — Prior  Preferred  

7.00 

5,734 

200 

5,534 

Metropolitan  Edison  Company — Prior  Preferred  

6.00 

91,802 

519 

91,283 

Metropolitan  Edison  Company --Prior  Preferred  

.00 

199 

61 

138 

Metropolitan  Edison  Company  

7.00 

11,518 

10,921 

597 

Metropolitan  Edison  Company  

6.00 

95,886 

82,536 

13,350 

Metropolitan  Edison  Company  

.00 

5,686 

5,152 

534 

New  Jersey  Power  &  Light  Company  

6.00 

33,060 

20,821 

12,239 

New  Jersey  Power  &  Light  Company  

5.00 

1,041 

1,023 

18 

New  York  State  Electric  &  Gas  Corporation  

1.25 

3,000 

3,000 

Northeastern  Water  and  Electric  Corporation  

4.00 

91,579.3 

91,579.3 

NT  PA  NJ  Utilities  Company — Non-Cumulative  

.00 

6,138.2 

443.1 

5,695.1 

Ohio-Midland  Light  and  Power  Company  

5.00 

1,978.6 

1,964 

14.6 

Pennsylvania  Edison  Company  

5.00 

123,466 

184 

123,282 

Pennsylvania  Edison  Company  

2.80 

84,029 

107 

83,922 

Rochester  Gas  and  Electric  Corporation — Series  C  

6.00 

27,000 

12,687 

14,313 

Rochester  Gas  and  Electric  Corporation — Series  D  

.00 

171,871 

3,939 

167,932 

Rot-hester  Gas  and  Electric  Corporation — Series  E  

5.00 

40,000 

40,000 

Salisbury  Water  Supply  Company,  The  

.00 

450 

414 

36 

South  Carolina  Electric  &  Gas  Company  

7.00 

13,105 

12,325 

780 

Soulh  Carolina  Electric  &  Gas  Company— Prior  Preferred 

i.00 

25,000 

24,397 

603 

Tide  Water  Power  Company  

.00 

23,858 

11,000 

12,858 

Utilities  Employees  Securities  Company — Non-Cumulative 

5.00 

10,625 

9,417 

1,208 

Virginia  Public  Service  Company  

7.00 

40,440 

2,002 

37,838 

Virginia  Public  Service  Company  

.00 

53,764 

17,842 

35,922 

.50 

32,000 

28,655 

3,345 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Common  and  participating  stocks  of  other 

Shares 

Shares  eliminated 

Shares  held 

subsidiary  companies 

outstanding 

in  consolidation 

by  public 

Clarion  River  Power  Company,  The — Participating  

44,530 

40  262  3 

4  267.7 

Eastport  Water  Company  

1,000 

Northeastern  Water  and  Electric  Corporation  

172,235 

151,947 

20.2S8 

Ohio-Midland  Lisih:  and  Power  Cumuanv.  Class  A  

3,778.6 

3,761.5 

17.1 

Ohio-Northern  Public  Service  Company,  Tho  

1,930 

1,915 

15 

Utilities  Emylovc'Ca  Securities  Cnmuanv  

1,000 

820 
86,890 

180 

Utilities  Mutual  Management  Association,  Inc  

102,410 

15,520* 

York  Railways  Company  

50,000 

49,629 

371 

Miscellaneous  water  companies — 8  (shares  held  by  public 

are 

less  than  1%  of  total  outstanding-  in  each  ease)  

8,381 

8,356 

25 

*  Hold  by  affiliated  companies. 

Interest 

Amount 

Amount  eliminated 

Amount  beld 

Funded  debt  of  Associated  Gas  and  Electric  Corporation 

rate  % 

outstanding 

in  consolidation 

by  public 

Bonds,  due  1940  

8 

*  9,015,300.00 

t  1,049,090.00 

$  7,966,210.00 

Convertible  Debentures,  due  15J73  

c 

1,702,170.00 

1,702,170.00 

Convertible  Debentures,  due  3973  

14,926,485.00 

— 

14,926,485.00 

Convertible  Debentures,  due  1973  

4% 

10,801,075.00 

10,801,675.00 

Convertible  Debentures,  due  1973  

4 

615,150.00 

— 

615,150.00 

Income  Debentures,  due  1978  

i'A 

18,916,340.00 

8,661,240.00 

10,255,100.00 

Income  Debentures,  due  1978  

i 

69,544,435.00 

10,051,210.00 

59,493,225.00 

Income  Debentures,  due  1978  

3 

39,331,750.00 

10,230,185.00 

29,101,565.00 

Income  Debentures,  due  1978  

3 

11,326,690.00 

1,673,310.00 

9,653,380.00 

Total  

$144,514,960.00 

Interest 

Amount 

Amount  eliminated 

Amount  held 

Funded  debt  of  subsidiary  companies 

outstanding 

 by  public  

Associated  Electric  Company: 

4% 

$30,000,000.00 

t  4,485,600.00 

$  25,514,400.00 

35,000,000.00 

502,300.00 

34,497,700.00 

Broad  River  Power  Company: 

First  and  Refunding  Mortgage,  Series  A,  due  1954 

8,361,900.00 

5,947,900.00 

2,414,000.00 

Canadea  Power  Corporation: 

2,000,000.00 

— 

2,000,000.00 

Eastern  Power  Company  : 

3,350,000.00 

— 

3,350,000.00 

Eastern  Shore  Public  Service  Company: 

First  Mortgage  and  First  Lien,  Series  A,  due  1947  

SVa 

4,800,000.00 

21,000.00 

4,779,000.00 

First  Mortgage  and  First  Lien,  Series  E,  due  1955  

2,250,000.00 

107,500.00 

2,142,500.00 

Elmira  Water,  Light  and  Railroad  Company: 

5 

5,000,000.00 

85,000.00 

4,915,000.00 

Empire  Gas  and  Electric  Company: 

General  and  Refunding  Mortgage,  Series  A,  due  1952. 

6 

1,720,000.00 

98,500.00 

1,621,500.00 

Empire  Gas  and  Electric  Co.  and  Empire  Coke  Co.: 

Joint  First  and  Refunding  Mortgage,  due  1941  

2,634,000.00 

54,000.00 

2,580,000.00 

Erie  Lighting  Company: 

4,723,500.00 

17,000.00 

4,706,500.00 

Florida  Power  Corporation: 

First  Mortgage,  Series  C,  due  1966  

4 

10,000,000.00 

50,000.00 

9,950,000.00 

2,380,000.00 

— 

2,380,000.00 

Florida  Public  Service  Company: 

4 

6,000,000.00 

487,900.00 

5,512,100.00 

General  Utility  Investors  Corporation: 

Secured  Notes,  due  1939-1940  

t'A 

4,250,000.00 

4,250,000.00 

Georgia  Power  and  Light  Company  : 

First  Mortgage,  due  1978  

3,140,000.00 

06,000.00 

3,074,000.00 

Keystone  Public  Service  Company: 

First  Mortgage,  due  1978  

4,000,000.00 

4,000,000.00 

Lexington  Water  Power  Company: 

5 

11,296,100.00 

2,860,200.00 

8,435,900.00 

Long  Island  Water  Corporation  : 

First  Mortgage,  due  1955  

2,144,000.00 

70,000.00 

2,074,000.00 

Metropolitan  Edison  Company: 

First  Mortgage,  Series  D,  due  1968  

i% 

22,830,500.00 

60,000.00 

22,770,500.00 

First  Mortgage,  Series  E,  due  1971  

4 

4,684,000.00 

3,000.00 

4,681,000.00 

4 

11,710,900.00 

11,710,900.00 
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Associated  Gas  and  Electric  Company 

and  Subsidiary  Companies 
STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 


Interest 

Amount 

Amount  eliminated 

Amount  held 

Funded  debt  of  subsidiary  companies 

rate  % 

outstanding: 

in  consolidation 

by  public 

1  ITE  JMOHA"WK   V  ALLEY  (..OMPANY  : 

■ 

<:  i  tra  nnn  no 
i,'.io<t,you.uu 

it     oi  o  onn  nn 

&  1  3  4 fi  nnn  nn 

New  Jersey  Power  <S:  I^kjiit  Company  ; 

Ti*i  pot    \f  rtptty-i  erex     H110    1  Q(\C\ 

4  72 

1 3  Q"(l  nnn  on 

73  nnn  nn 

i  3  q  1 7  nnn  nn 

New  York  L  entral  1h-i.ectric  C  orporation  c 

3,049,000.00 

215,500,00 

2,833,500.00 

° 

fifio  non  on 

infl  Ann  nn 

sofi  nnn  on 

^ ew  ^  okk  State  Electric  >Jc  G  as  C orporation  : 

First  Mortgage,  due  1980  

17,094,500.00 

376,400.00 

16,718,100.00 

First  Mortgage,  due  I960............................................  

q  iqa  nnn  nn 

i  r  7nn  nn 

q  47^  Qnn  nn 

1    »...<?  .  1    _\  OTP,    (1UO    1  . 1  -  .....•.•..•••-.••n 

4V 

3  t;nn  non  no 

o,OUU,UUU.UU 

9  rinn  nnn  nn 

First  Mortgage,  du6  1965..........................  *•••,,•**.■«  

1 

i  j.  sns.  ^nn  on 

1-±,OUO,OUU.OO 

i  nn-i  ^nn  nn 

i  3  on?  nnn  nn 

Newport  News  and  Hampton  Railway  Gas  and 

ijLECTRIC  COMPANY: 

. 

i  Q'iA.  Tnn  no 

a,yo4,J>UU.UO 

Newport  News    Old  Point  Railway  &  Electric  Co.  : 

r 

73Q  nnn  nn 

7Q n  nnn  nn 

/  Oil,'  N.ll.l.lKJ 

N  ORTT  [  EASTKRN   \\  ATER  AND  ElEl'TRIC   CORPORATION  : 

3  nnn  nnn  no 

i     jnn  nn 

14o,4UU.UU 

0  c ^1  finn  nn 

ii,Ot)I  .VlJU.l'l  1 

Northern  Pennsylvania  Power  Company: 

First  :ind  Refunding  Mortgage,  Series  A,  due  1956... 

jj 

1,369,900.00 

26,000.00 

1,343,000.00 

2  089  600  00 

i      snn  nn 

1  Q3n  ?nn  nn 

NY  PA  NJ  Utilities  Company: 

±,yo  v.oi 1  \  1, 1  ju 

_ 

p  aon  t;nn  no 

Qfin  ^:nn  nn 

2,92  /  ,1)'     Hi ) 

The  Parr  Shoals  Power  Company: 

1,789,000.00 

6,000.00 

1,783,000.00 

Penn  Central  Light  and  Power  Company: 

_ 

o 17C nnn  nn 

0  iflff  nnn  nn 

41/ 

o^  7nn  nnn  nn 

q i  4  nnn  nn 

25,386,000.00 

Penn  Public  Service  Corporation  : 

First  and  Refunding  Mortgage,  Series  C,  due  1947  

a  r>±Q  nnn  nn 

on  nnn  nn 

a  ftofi  n/^n  no 

First  and  Refunding  Mortgage,  Series  D,  due  19.54  

* 

2,435,000.00 

32,000.00 

2,403,000.00 

1 '  EN  NS  VL  V  A  N  I  A  El1]<  -Tl{ IC  COM  PAN  Y  : 

Fi rst  and  Ref und ing  Mo rt gn ge,  Si'rirs  H,  due  1962..... 

_ 

17  313  500  00 

^  ^07  3nn  nn 

0,Oo  l  ,oUU.UU 

1 5  oofi  onn  nn 

First  and  Refunding  Mortgage,  Scries  F,  due  19 1 1 ..... 

? 

6  657  000  00 

i  cn  nnn  nn 

fi  ^  7  7  nnn  nn 

0,4  (  ( ,UUU.UU 

Rocitester  Gas  and  Electric  Corporation: 

4% 

6,000,000.00 

- 

6,000,000.00 

? 

8  323  000  00 

q  305  nnn  nn 

l  ^  nnn  nnn  nn 

15,000,000.00 

General  Mortgage,  Series  G,  due  1966  

3% 

3,000,000.00 

- 

3,000,000.00 

3% 

q  nnn  non  nn 

3,000,000.00 

Southeastern  Investing  Corporation: 

iM. 

i  mi  nnn  nn 

1,164,000.00 

Southside  Virginia  Power  Company: 

o  nnn  nnn  nn 

2,000,000.00 

Staten  Island  Edison  Corporation: 

Refunding  and  Improvement  Mortgage,  due  1937, 

* 

o  nnn  nnn  nn 

2,000,000.00 

Tidb  Water  Power  Company  : 

6,261,500.00 

15,000.00 

6,246,500.00 

Utilities  Employees  Securities  Company: 

Income  Notes  and  Bonds,  due  1981  (including 

G-S 

7,287,786.54 

100,000.00 

7,187,786.54 

Virginia  Public  Service  Company: 

First  Mortgage  and  Refunding,  Series  A,  due  1946  

5V> 

14,544,500.00 

472,000.00 

14,072,500.00 

First  Mortgage  and  Refunding,  Series  B,  due  1950  

8,700,000.00 

1,410,000,00 

7,290,000.00 

First  Mortgage  and  Refunding,  Series  C,  due  1952 

6 

3,000,000.00 

90,000.00 

2,910,000.00 

6 

3,607,500.00 

3,607,500.00 

York  Haven  Water  and  Power  Company: 

Bonds,  due  1951  

5 

1,247,500.00 

2,000.00 

1,245,500.00 

York  Railways  Company: 

5 

1,721,000.00 

62,000.00 

1,659,000.00 

10.247,980.^.') 

Total   

$388,776,166.79 
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Associated  Gas  and  Electric  Company 
TRUSTEES,  PAYING  AGENTS,  REGISTRARS  AND  TRANSFER  AGENTS 


Capital  Stock 

Preferred — -all  series   ■ 

Preference — all  series   

Class  A   , 

Class  E   

Common   , 

Optional  Stock  Purchase  Warrants  

New  Optional  Stock  Purchase  Warrants  


Transfer  Agents 


!  reference  below) 


1-10 
3 

1-10 
1 


Obligations  Convertible  into  Stock  at 
Company's  Option  and  Scrip  Certificates 
for  Interest  on  Convertible  Obligations 

Interest 
Rate  % 

Interest 

Interest 
payable  at 

Transfer 
Agent 

(see  reference  below) 

OoHVCrtilili.'  Obli^'ilious,  tluc  2002: 

7_6  y2-5  y2-5 

6 

FMAN-15 

1 

1 

MJSD-1 

1 

1 

Scrip  Certificates  for  Interest  on  Convertible  Obligations  (interest- 
bearing  in  multiples  of  $100  principal  amount)  : 

Due  October  1,  1941    

4 

A&O-l 

1 

1 

4 

M&N-l 

1 

1 

Due  December  1,  194 1 .... .                           .................  ................ 

4 

JSsD-1 

1 

1 

Due  February  15,  1942  

4 

FisA-15 

1 

1 

Due  March  1,  1942  

4 

MSsS-1 

1 

1 

Due  May  15,  1942  

4 

M&N-15 

1 

1 

Due  June   1,  1942  

4 

J&D-l 

1 

1 

Due  August  15,  1942  

4 

F&A-15 

1 

1 

Due  September  1,  1942  

4 

M&S-l 

1 

1 

Due  Juno  15,  1944  

4 

J&D-15 

1 

1 

Duo  June  15,  1947  

JSYD-15 

1 

1 

Funded  Debt 

Interest 
Rate  % 

Interest 

Interest 
payable  at 

Trnstee 

(see  reference  below) 

4 

M&S-15 
F&A-l 

ASsO-1 
M&N-l 

1 

8 

5% 
5 

1 

7 

Debenture  Bonds,  Consolidated  Refunding: 

Series  due  1908  

1 

5 

4% 

5 

1 

4 

Convertible  Debentures,  due  1950  

F&A-l 

J&J-15 

MSsS-1 

M4VN-15* 

M&N-15 

1 

8 

4% 
4% 

6-5% 
5 

1 

4 

Convertible  Debentures,  due  1948  

1 

7 
It 

6 

Convertible  Investment  Certificates  

1 

1 

Sinking  Fund  Income  Debentures,  due  1983: 

Series  A  

5% 
5 

F&A-l 

1 

8 

Series  B  

M&S-l 

1 

8 

Series  C  

4% 
i 

M&N1 

1 

8 

Scries  D  

M&S-15 

1 

8 

Sinking  Fund  Income  Debentures,  due  1980: 

Series  A  

5% 
5 

F&A-l 

1 

8 

Series  B  

M&S-l 

1 

8 

Scries  C  

4% 

M&N-l 

1 

8 

Series  D  

4 

M&S-15 

1 

8 

Income  Debentures,  due  1983  

5 

A&O-l 
t 

1 

8 

Interest-Bearing  Scrip,  due  193S  

7 

It 

*  Registered  FMAN-15. 

f  Transfer  agent. 

t  Interest  payable  at  maturity. 


REFERENCE 


1  Transfer  and  Paying  Agency,  41  Trinity  Place, 

New  York 

2  Securities  Registration  Agency,  61  Broadway, 

New  York 

3  The  Company,  61  Broadway,  New  York 

4  The  Chase  National  Bank  of  the  City  of  New  York 

5  Guaranty  Trust  Company  of  New  York 


6  Irving  Trust  Company,  New  York 

7  The  New  York  Trust  Company,  New  York 

8  The  Public  National  Bank  and  Trust  Company  of 

New  York 

9  The  First  National  Bank  of  Boston  (Mass.) 
10    State  Street  Trust  Company,  Boston,  Mass. 
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Chart  of  Ownership  —  Public  Utility  Companies 
Showing  Percentage  of  Voting  Stock  Ownership 


Companies  shown  in  italics  have  no  securities  outstanding  with  the  public. 


ASSOCIATED  CAS  AND  ELECTRIC 
COMPANY 


ASSOCIATED  GAS  AND  ELECTRIC 
CORPORATION  10"-.:. 


ASSOCIATED  ELECTRIC  COMPANY  

Central  V.  S.  Utiliti—  Company  

Indians  Gaa  Utilities  Company   

KentBcky-Tenneasee  Light  and  Power  Co. 

Lake  Shot.  Gun  Company.  The—  

Manila  Electric  Company  

Ohio-Midland  Llsht  and  Power  Co. 

Common  and  Preferred  Toting-  

Union  Gai  &  Electric  Company  

Pennsylvania  Electric  Company  

Clarion  River  Power  Company,  The  

Erie  LiBhllnf  Company  

/onneloisn  Fuel  Supply  Company  

Ariiena  General  PWWM  Company  

Arkamae  General  UtQtttu  Company  

Aeeoctalcd  Maryland  Eire.  Power  Corp... 

feeudero  A"feeirie  Seroice  Company  

louieioiia  Puoti;  UlUaut  Co.,  ltu„  

UUiauri  General  PMMtf  Company  

Afieeouri  S outturn  Public  Serrlee  Company 


PanhandU  Public  j-eroioe  Company    . . 
PorumoutK  Oat  Company.  TKe 

Riring  Bun  Wafer  et  lAght  Company  

Sioux  TalU  6at  Company 

Solar  Electric  Company   _  

Piifumeart  Ha1''  and  Power  Company . 
IFest  riryinfa  Ltght,  Beat  and  Power  C 
Souyhiogheny  Bydro-Eltclric  Corporation  1 
rTater  eompanin  (4)  


NORTHEASTERN    WATER  COMPANIES. 


•SU  Electric  Company  ..... 
u  Wafer,  light  and  Power 
i J  Ctituife  Company.  The 
■ha  fiae  and  VUUHu  Company  ..  100% 
n  Reeerce  Power  and  light  Company  100% 

London  Power  Company.  The   100% 

1(26)..  ...    .-   100% 


Vlrtiole  Pablk  Sertir*  Company 
Eaelem  Short  Pa  bile  Fervlee  Com  pi 
Maryland  Llxbl  and  Power  Com  pa 

Delmorra  Poieer  Company.  The  . 
Pattern  Shore  Public  Service  Co.  ltd  1 

Deter  Cue  Light  Company.  Tht  


The  ownership  of  the  management,  en-  *  °"sd  "»  Vi"Hol»  Pobl,t 

gineering    and    purchasing  company 
vested   in    the   operating  companies. 


ng  the  year 

ice  lvaa  id  ddu  uiiiib. 

Definite  programs  are  under  way  for  the  elimination  of  certain  companies  which  are 
still  included  in  this  chart.  The  program  of  simplification,  therefore,  is  not  yet  completed 
but  little  further  progress  can  be  made  for  the  present  until  the  requisite  consents  are 
received  from  various  regulatory  bodies  on  applications  still  pending  for  the  merger  of 
various  operating  companies,  and  until  other  problems  with  respect  to  some  of  the  holding 
companies  are  worked  out  in  order  to  make  possible  their  merger  and  elimination. 

This  chart  reflects  the  situation  substantially  as  it  existed  at  September  1,  1938. 


NY  PA  NJ  UTILITIES  COMPANY 
Canadea  Power  Corporation  (N.  Y.) 
Keyatone  Fobiic  Service  Company  (Pi 
Metropolitan  Edleon  Companr  (Pa.) 

Common  and  Preferred  vollni  

New  Jeraey  Power  &  Light  Companr-  

New  York  State  Electric  *  Gaa  Corp-.  

Blaten  Iiland  Ediion  Corporation  

Owtyo  One  Corporation  ,  „_  

Patehogva  Electric  Ughl  Company,  The 
Northern  Penneyltania  Power  Company.  .. 

Prnnaylvanla  Ediion  Company   

Rochester  Cea  and  Electric  Corporation 
O-nernhlp  at  VTC 
Tracy  Development  Company  (N.  Y.l 
York  Railway*  Compony  (Pa .)— (In  JJB> 
Common  and  Preferred  voting   „...| 

Ed  lean  light  and  Poatr  Company  

Tork  Steam  Beating.  Company 
Glen  Rock  EUctHc  Light  and  Power  Co.  (Pa.) 

OranmJle  Ettctrie  Company  fPiJ  

Srnd/ord  Electric  Company  

/ EUctrte  light  and  Poieer  Co.  ..  . 
Logan  Light,  Beat  of  Power  Company 
Maryland  Putin  Service  Company.  The  ... 


Watsr 


'  w  

.!*•  (2)... 


UNITED  COSOB  COMPANY,  TBS...,.   1*0% 

Bui  and  Street  Railway  Companiee  (a)....  100% 


Marvyn  Scudder  Library 


\ 
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ASSOCIATED 
GAS  AND  ELECTRIC 
CORPORATION 


ANNUAL  REPORT 

FOR  THE  YEAR  ENDED  DECEMBER  31,  1938 


Associated  Gas  and  Electric  Corporation 

(Incorporated  under  the  laws  of  the  State  of  Delaware,  June  7,  1922) 


Board  of  Directors 


•FREDERICK  S.  BURROUGHS 
ARCHIBALD  L.  JACKSOX 
SANFORD  J.  MAGEE 
JOHN  L  MANGE 


•JAMES  D.  MORTIMER 
WILLIAM  A.  PRENDERGAST 
HARRY  REID 

•LINCOLN  F.  SCHAUB 


Officers 

J.  L  MANGE  President 

S.  J.  MAGEE  Vice-President 

"F.  S.  BURROUGHS  Vice-President 

•H.  A.  STIX  Vice-President  and  Comptroller 

H.  L.  HEINEMAN  Vice-President 

•C.  A.  DOUGHERTY  Vice-President  and  Secretary 

#J.  L.  BICE,  Jr  Treasurer 

*  Elected  during  the  year  1939. 


Principal  Office    ....    Wilmington,  Delaware 


Neither  this  report,  nor  any  statement  contained  herein,  is  furnished  in  connection 
with  any  offering  of  securities  or  for  the  purpose  of  promoting  or  influencing  the 
sale  or  purchase  of  securities. 


Associated  Gas  and  Electric  Corporation 


ANNUAL  REPORT 

For  the  Year  Ended  December  31,  1938 

/"Autput  and  earnings  of  the  Associated  System  began  to  improve  about  the 
middle  of  1938,  as  the  nation's  business  commenced  to  recover  from  the  recession 
of  the  previous  year.  It  is  expected  that  the  general  level  of  business  activity  in 
1939  will  be  higher  than  in  1938,  and  that  the  System's  operations  will  share  in 
this  improvement. 

Two  developments  since  the  last  annual  report  are  of  unusual  significance  to 
security  holders.  The  first  is  the  compromise,  on  July  5,  1939,  of  the  Federal  Gov- 
ernment's claims  for  unpaid  taxes  for  the  years  1927  to  1933.  At  the  same  time, 
the  Government  lifted  the  liens  against  the  property  of  Associated  Gas  and  Elec- 
tric Corporation  and  its  subsidiaries  which  had  been  filed  in  order  to  protect  these 
claims,  retaining  a  lien  only  on  certain  securities  to  assure  payment  of  deferred 
instalments  under  the  compromise  agreement.  This  compromise,  which  is  described 
more  fully  on  pages  seven  and  eight  of  this  report,  opens  the  way  to  refunding  opera- 
tions by  Associated  subsidiaries  which  should  result  in  substantial  savings. 

On  March  29,  1938,  Associated  Gas  and  Electric  Corporation  registered  as  a 
holding  company  under  the  Public  Utility  Holding  Company  Act  of  1935,  and 
on  December  1,  1938  the  Corporation's  parent  company,  Associated  Gas  and  Elec- 
tric Company,  filed  with  the  Securities  and  Exchange  Commission  a  tentative  plan 
of  integration  and  simplification,  looking  toward  compliance  with  the  Act.  The  con- 
summation of  this  plan,  with  any  modification  thereof,  will  bring  about  major 
changes  in  the  physical  composition  and  corporate  organization  of  the  System. 


SUMMARY  OF  CONSOLIDATED  EARNINGS  AND  EXPENSES 
(Including  operations  of  companies  acquired  during  the  periods  from  the  dates  of  acquisition  only) 


Twelve  months 
ended  June  30, 
1939 

Years  ended  Deeemher  31, 

1938 

1997 

$132,180,315 
$  64,694,485 
13,108,719 
17,870,509 

$129,322,984 
»  65,282,501 
11,981,815 
17,264,663 

$125,599,081 

$  64,802,823 
10,876,466 
15,360,076 

S  95,673,713 

$  94,528,979 

$  91,039,365 

«  36,506,602 
132,380 

*  34,794,005 
761,907 

»  34,559,716 
1,935,874 

Interest  charges,  etc.,  of  Associated  Gas  and  Electric  Corpo- 

$  36,638,982 
26,131,923 
$  10,507,059 

6,349,849 

*  35,555,912 
25,852,318 
$  9,703,594 

6,390,932 

1  36,495,590 
25,623,094 
$  10,872,496 

6,286,393 

$  4,157,210 

$  3,312,662 

$  4,586,103 

Notbb: 

(1)  The  above  statement  does  not  include  Income  of  subsidiaries  from  investments  in  Associated  Gas  and  Electric  Company  and 
interest  declared  on  5%  income  note  payable  to  Associated  Gaa  and  Electric  Company,  wbich  are  included  in  consolidated 
earned  surplus  for  all  periods. 

(2)  The  1937  figures  have  been  revised,  for  comparative  purposes,  to  include  $189,693  of  non-recurring  expense  which  amount 
was  treated  as  a  surplus  charge  in  last  year's  annual  report. 
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RESULTS  OF  OPERATIONS 

EARNINGS  AND  EXPENSES — Total  operating  revenues 
amounted  to  $129,322,984  for  the  year  1938,  which 
is  an  increase  of  $3,723,903  or  about  3%  over  the 
previous  year,  according  to  the  summary  of  con- 
solidated earnings  and  expenses  of  the  Corpora- 
tion and  its  subsidiaries,  as  shown  on  the  preced- 
ing page. 

During  1938,  operating  expenses  and  main- 
tenance increased  only  $479,678  to  a  total  of 
$65,282,501.  The  latter  figure  includes  $1,003,533 
of  extraordinary  expense  representing  the  cost  of 
initial  installation  of  continuing  property  records, 
a  requirement  of  regulatory  authorities,  which  is 
further  explained  under  the  subject  of  "Account- 
ing" on  page  eleven  of  this  report.  The  provision 
for  retirements  increased  $1,105,349  from  the 
amount  of  $10,876,466  provided  in  1937.  This 
provision  has  been  further  increased  to  $13,108,719 
for  the  twelve  months  ended  June  30,  1939. 

Taxes  amounted  to  $17,264,663  for  1938,  repre- 
senting an  increase  of  $1,904,587  for  the  year. 
A  further  discussion  of  this  important  prob- 
lem of  increasing  taxation  and  its  effect  upon  the 
System  is  included  on  page  seven. 

After  all  interest  and  dividend  requirements 
of  subsidiary  companies  there  was  a  balance  of 
$9,703,594  before  interest  charges  of  Associated 
Gas  and  Electric  Corporation.  The  latter,  exclu- 
sive of  interest  declared  on  income  note  payable 
to  the  parent  company  which  was  charged  to  sur- 
plus, amounted  to  $6,390,932  leaving  a  balance  of 
income  of  $3,312,662  for  1938  compared  with  a 
balance  of  $4,586,103  in  the  preceding  year. 

Since  the  figures  were  available,  results  of  oper- 
ations for  the  twelve  months  ended  June  30,  1939 
are  also  included  in  the  summary  of  consolidated 
earnings  and  expenses  shown  on  the  preceding 
page.  This  statement,  reflecting  a  balance  of  in- 
come amounting  to  $4,157,210  for  the  current 
twelve  months,  indicates  substantial  improvement 
during  the  year  1939  to  date  which  is  largely 
attributable  to  curtailment  of  operating  expenses 
and  generally  improved  business  conditions. 

The  statement  shown  on  page  three  includes 
operations  of  subsidiaries  acquired  during  the 
respective  periods,  only  from  dates  of  such  acquisi- 
tion. The  principal  acquisitions  during  these 
periods  were  Bradford  Electric  Company  and 
Northeastern  "Water  and  Electric  Corporation, 
with  combined  annual  gross  operating  revenues 
of  some  $3,300,000.  These  companies  became  part 
of  the  Associated  System  at  the  end  of  1937, 
and  this  fact  accounts  in  part  for  the  increase 
in  revenues  and  various  items  of  expense  for  the 
year  1938. 

OUTPUT  RECOVERING —  The  general  level  of  indus- 
trial production  in  the  United  States  was  22% 


OPERATING  REVENUES 


i?29  i no  mi  imi   iM3   m*  ms  193a  1917  193a 


All  subsidiaries  owned  on  December  31,1938 
are  included  in  oil  years,  irrespective  of 
dates  of  acquisition. 


lower  in  1938  than  the  year  before,  according  to 
the  Federal  Reserve  Board  index  of  industrial 
production.  Despite  this  major  decline  in  activity, 
output  of  electricity  of  present  subsidiaries  of 
Associated  Gas  and  Electric  Corporation  for  the 
year  1938  was  4,512,910,278  kilowatt  hours,  a  de- 
crease of  only  3.2%  from  1937.  This  compares 
with  a  decline  of  4.3%  for  the  industry  as  a 
whole.  Gas  sendout  was  19,636,680,200  cubic  feet 
for  the  year,  or  3.1%  higher  than  in  1937. 

Recent  months  have  shown  encouraging  in- 
creases in  the  use  of  electricity.  Electric  output  in 
April,  May  and  June,  1939,  reflected  increases 
ranging  from  10.4%  to  13.6%,  over  the  same 
months  of  1938.  Use  by  large  power  customers  is 
the  first  class  of  service  to  be  affected  by  a  general 
industrial  recession,  and  these  demands  were  con- 
siderably curtailed  during  the  latter  part  of  1937 
and  well  into  1938.  For  each  month  of  the  year 
1939  to  date,  however,  industrial  sales  have  shown 
increases  over  a  year  ago.  Use  by  residential 
electric  customers  averaged  745  kilowatt  hours 
per  customer  in  1938  compared  with  699  kilowatt 
hours  a  year  ago,  or  an  increase  of  6.6%. 

1,762,029  CUSTOMERS— There  was  an  increase  dur- 
ing 1938  of  48,249  in  the  number  of  customers 
served  by  all  properties  owned  at  December  31. 
1938,  the  total  rising  to  1,762,029  from  1,713.780 
at  the  end  of  1937.  Companies  now  in  the  Asso- 
ciated System  served  336,000  more  customers  than 
they  did  in  1929. 
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SOURCES  OF  OPERATING  REVENUES 

1938 

ELECTRICITY: 

Residential  32.3% 

Power  18.5 

Other  10.9 
Total  Electricity  79.5 

GAS  ii.Q 
Total  Elec.  and  Gas  90.5 

OTHER  9.5 

Total  100.0% 

19,298  EMPLOYEES —  The  number  of  regular  em- 
ployees in  the  Associated  System  was  reduced  to 
19,298  at  the  end  of  1938  from  a  total  of  20,508  on 
System  pay  rolls  the  year  before.  Total  pay  roll 
also  decreased  to  $33,062,560  from  an  amount  of 
$35,131,424  in  the  previous  year.  These  figures 
are  based  on  inclusion,  for  both  periods,  of  all 
properties  owned  at  the  end  of  1938. 

SALES  PROMOTION— The  Associated  System  contin- 
ued to  promote  the  sale  of  its  service  to  residen- 
tial, commercial  and  industrial  customers,  although 
it  did  not  engage  in  the  direct  sale  of  appliances 
to  the  same  extent  as  heretofore.  For  the  past 
several  years  the  System  has  had  a  definite  pro- 
gram for  assisting  independent  dealers  in  promot- 
ing the  sale  of  appliances.  The  revenue  received 
from  residential  and  commercial  customers  con- 
tinued to  increase  at  about  the  same  rate  as  in  the 
industry  as  a  whole. 

During  the  past  year,  the  Associated  Sys- 
tem helped  the  communities  served  by  its  op- 
erating companies  to  gain  251  new  industries, 
employing  7,956  workers.  In  addition,  228  in- 
dustries which  were  already  located  in  these 
communities  expanded  their  operations,  employing 
5,826  more  workers.  Both  of  these  activities  re- 
sulted in  the  addition  of  approximately  $886,000 
of  electric  and  gas  revenue  from  service  to  these 
industries. 

This  activity  has  been  part  of  a  definite  indus- 
trial development  program  in  which  community 
organizations,  Associated  operating  companies, 
and  the  System's  Industrial  Development  Divi- 
sion, cooperated.  The  object  of  this  program  was  to 


assist  industrial  concerns  to  find  sites  where  they 
could  operate  more  efficiently,  and  to  help  existing 
industries  expand  their  operations — -both  activities 
resulting  in  increased  employment  in  the  areas 
served. 

EFFECTS  OF  HURRICANE— Aid  from  other  companies 
in  the  Associated  System  was  of  considerable  value 
in  assisting  operating  companies  whose  service 
was  impaired  by  the  severe  hurricane  of  September 
21,  1938.  Crews  and  supplies  were  sent  into  the 
storm-torn  areas,  making  possible  the  rapid  repair 
and  restoration  of  service.  In  the  area  served 
by  New  Jersey  Power  &  Light  Company,  high 
tension  lines  were  blown  down  and  considerable 
damage  done  to  distribution  lines.  Crews  sent  from 
Easton,  Pa.,  by  the  Metropolitan  Edison  Company 
helped  the  New  Jersey  company  to  restore  service. 
When  service  in  the  New  Jersey  area  was  com- 
pletely restored,  the  New  Jersey  company  was  in 
turn  able  to  assist  The  Patchogue  Electric  Light 
Company,  on  Long  Island,  which  had  suffered 
heavy  damage.  Patchogue  was  also  given  assistance 
by  Staten  Island  Edison  Corporation.  New  Eng- 
land Gas  and  Electric  Association,  which  is  under 
common  management  but  is  not  a  subsidiary  of 
Associated  Gas  and  Electric  Corporation,  suffered 
the  most  serious  damage  to  its  facilities.  The  Asso- 
ciation was  assisted  in  repairing  this  damage  by 
crews  sent  from  points  as  far  distant  as  Johnstown, 
Pa.,  and  Binghamton,  N.  Y.,  as  well  as  from 
other  areas  within  the  territory  served  by  sub- 
sidiaries of  Associated  Gas  and  Electric  Cor- 
poration. 

The  ability  to  provide  promptly  for  the  inter- 
change of  men  and  equipment  in  such  times  of 
emergency  is  essential  to  good  service,  and  repre- 
sents one  of  the  important  advantages  of  group 
management. 

RATE  REDUCTIONS 

The  estimated  saving  to  customers  as  a  result 
of  rate  reductions  made  effective  by  System  com- 
panies during  the  past  year  will  amount  to 
$1,639,000  annually,  which  brought  to  a  total  of 
$17,080,000  annually  the  reductions  made  by 
present  subsidiaries  during  the  past  ten  years. 
Both  of  these  amounts  are  based  upon  the  cus- 
tomers' continued  consumption  of  the  same  amount 
of  electricity  as  was  used  during  the  twelve- 
months' periods  prior  to  the  reductions.  The 
largest  reductions  in  1938  were  as  follows :  Staten 
Island  Edison  Corporation,  $527,000 ;  Eochester 
Gas  and  Electric  Corporation,  $399,000 ;  and  New 
Jersey  Power  &  Light  Company,  $284,000. 

A  comparison  of  the  average  residential  electric 
rate  charged  by  System  companies  in  1928,  with 
the  present  average,  indicates  a  46%  decline  dur- 
ing the  past  ten  years. 
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All  subsidiaries  owned  on  December  31, 1938 
are  included  in  all  years,  irrespective  of 
dales  of  acquisition. 


The  following  tabulation  shows  the  total  rate 
reductions  each  year  by  companies  in  the  Asso- 
ciated System  at  December  31,  1938,  irrespective 
of  dates  of  acquisition. 


1934... 
1933... 
1932... 
1931... 


Cumulative 

For  the  Year 

Total 

$1,639,000 

$17,080,000 

2,953,000 

15,441,000 

1,923,000 

12,488,000 

3,019,000 

10,565,000 

1,106,000 

7,546,000 

2,166,000 

6,440,000 

861,000 

4,274,000 

1,175,000 

3,413,000 

1,134,000 

2,238,000 

1,104,000 

1,104,000 

The  record  of  the  electric  light  and  power  in- 
dustry in  constantly  reducing  rates  in  the  face 
of  a  higher  cost  of  living  has  been  conspicuous. 
Since  1913,  the  average  residential  rate  for  the 
country  as  a  whole  has  declined  51%,  whereas  the 
cost  of  living  was  44%  higher  in  1938  than  in  1913. 
During  this  entire  period,  rates  were  increased  over 
the  preceding  year  only  twice,  namely  in  1918 
and  1925,  but  even  though  increased,  the  average 
rate  for  both  years  was  still  lower  than  in  1913. 

During  the  years  1913  to  1932,  the  reductions  in 
the  average  residential  electric  rate  averaged  about 
2%  a  year.  Since  1932  they  have  averaged  about 
4%  a  year.  The  reduction  in  rates  from  1913  to 
1932  was  in  large  part  caused  by  the  voluntary 
introduction  by  the  industry  of  the  promotional 
type  of  rate  under  which  the  average  rate  tends 
to  decline  as  use  increases.  Plat  reductions  in  rates 
were  made  possible  by  the  decreasing  unit  cost  of 
generating,  transmitting,  and  distributing  electric 
power  as  the  result  of  a  larger  sales  volume  and 
the  many  improvements  in  operating  efficiency 
which  have  taken  place.  Whereas  today,  for  exam- 
ple, it  takes  an  average  of  only  1.42  pounds  of 
coal  to  produce  one  kilowatt  hour  of  electricity, 
a  quarter  of  a  century  ago  it  took  4.4  pounds  to 
accomplish  the  same  result. 

Although  customers  have  derived  considerable 
benefit  from  rate  reductions  in  past  years,  the  fact 
remains  that  such  reductions,  together  with  higher 
taxes,  cost  of  compliance  with  requirements  of 
regulatory  authorities,  and  other  factors,  have  in 
many  cases  reduced  the  operating  companies'  net 
earnings  to  a  point  where  investment  in  junior 
securities  of  public  utility  companies  has  been  con- 
siderably discouraged.  If  the  growing  demands 
upon  the  utility  industry  for  extension  of  lines 
and  for  other  services  are  to  be  met,  it  is  certain 
that  more  consideration  will  have  to  be  given  to 
the  requirements  of  the  investor.  A  general  recog- 
nition of  this  fact  should  result  in  a  lessening  of 


SUMMARY  OF  CONSOLIDATED  STATISTICS 
(Including  all  'properties  owned  at  December  SI,  19SS  —  irrespective  of  dates  of  acquisition) 

1988  1937  %  Increase 

Number  of  electric  customers                                                                 1,341,616  1,298,644  3.3 

Total  electric  sales  (kilowatt  hours)                                                        3,701,537,982  3,880,044,437  4.S* 

Kilowatt  hours  sold  per  average  residential  customer                                              745  699  6.6 

Number  of  gas  customers                                                                        321,451  318,365  1.0 

Total  gas  sales  (cubic  feet)                                                             17,993,115,400  17,403,951,700  3.4 

Cubic  feet  sold  per  average  residential  customer                                                32,800  32,800  — 
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the  pressure  for  further  rate  reductions,  except 
when  they  are  economically  justified. 


EDISON  RATE  CASE—  On  November  30,  1937,  the 
Pennsylvania  Public  Utility  Commission  issued  a 
temporary  rate  order  prescribing  lower  rates 
equivalent  to  a  reduction  of  $435,000  per  year  in 
gross  revenues  of  a  subsidiary,  Edison  Light  and 
Power  Company,  of  York,  Pa.  A  permanent  in- 
junction from  this  order  was  obtained  by  the 
company  from  the  Federal  Statutory  Court 
(Eastern  District  of  Pennsylvania)  which,  how- 
ever, was  set  aside  by  the  United  States  Supreme 
Court  in  a  decision  handed  down  April  17,  1939. 

The  Supreme  Court  found  that  the  required  re- 
duction in  rates  was  not  confiscatory  and  that, 
since  the  Commission  had  applied  the  temporary 
rate  provisions  of  the  Pennsylvania  public  utility 
law  as  requiring  a  fair  return  on  all  elements  of 
property  values  heretofore  recognized  by  the 
Supreme  Court,  it  was  not  necessary  to  decide  the 
constitutionality  of  the  law. 

TAXES  AT  $17,156,000 

The  increase  in  taxes  was  again  substantial  last 
year,  amounting  to  $1,544,394  or  9.8%  over  1937, 
and  bringing  the  total  taxes  of  Associated  Gas 
and  Electric  Corporation  and  its  subsidiaries  to 
$17,156,353.  These  figures  reflect,  on  a  compa- 
rable basis  for  both  years,  the  taxes  of  all  com- 
panies owned  at  December  31,  1938. 

The  extent  to  which  taxes  have  increased  is 
apparent  from  various  comparisons.  For  instance, 
if  the  taxes  for  the  year  1938  are  divided  by  the 
number  of  days,  they  are  equivalent  to  about 
$47,000  a  day.  They  amount  to  about  $3,000,000 
more  than  the  total  gross  revenue  from  all  gas 
operations.  They  are  equivalent  to  52%  of  the 
total  System  pay  roll,  or  to  $889  for  every  regular 
employee  on  the  pay  roll  at  the  end  of  1938. 

Since  1930,  total  taxes  of  Associated  Gas  and 
Electric  Corporation  and  all  of  its  present  sub- 
sidiaries have  increased  from  about  $6,000,000  to 
$17,156,000,  a  growth  of  $11,100,000  or  185%. 
During  the  same  period,  ou  a  comparable  basis, 
gross  operating  revenues  have  increased  only 
about  $13,500,000  or  12%. 

The  public  is  gradually  beginning  to  realize 
that  increased  corporate  taxation  usually  comes 
back  to  the  individual  either  in  the  form  of  higher 
prices  for  materials  or  services,  or  the  elimination 
of  interest  or  dividends  on  his  investment.  With 
respect  to  the  utility  industry,  it  is  obvious  that 
the  public  cannot  have  both  increased  taxes  and 
lower  rates  indefinitely. 

Taxes  for  the  past  two  years,  of  all  subsidiaries 
owned  at  the  end  of  1938,  may  be  classified  as 
follows : 


1929    1930    1931    1932    1933    193d    1935    1936    1937  193B 


All  subsidiaries  owned  on  December  31,1938 
are  included  In  all  years,  irrespech've  of 
dates  oF  acquisition. 


Federal: 

1938 

1937 

...» 

3,504,423.12 

$  2,897,293.67 

1,855,172.82 

1,728,995.32 

Capital  stock  and  exee 

S3 

441,276.01 

349,091.48 

267,253.22 

260,941.88 

Unemployment  insurance.. 

88,366.10 

70,679.86 

Other   

194,940.01 

199,375.31 

Total   

...» 

6,351,431.28 

4  5,506,377.52 

State : 

...» 

2,248,690.45 

»  1,725,711.37 

Property  and  franchise 

1,193,170.25 

1,175,351.33 

Unemployment  insurance- 

772,413.26 

487,101.57 

674,300.51 

637,220.52 

412,275.77 

643,269.87 

Other   

399,082.10 

404,332.99 

Total   

5,699,932.34 

$  6,072,987.86 

Local: 

Eeal  estate  and  persona! 

...s 

4,176,059.71 

t  4,165,555.32 

Electric  energy   

318,981.55 

269,408.95 

Other   

498,155.37 

459,045.53 

Total  

...» 

4,993,196.63 

$  4,894,009.80 

...» 

111,792.77 

#  138,584.43 

Combined  total 

...  .517.156,353.02 

115,611,959.40 

TAX  CLAIMS  SETTLED 
The  Commissioner  of  Internal  Revenue  on  July 
5,  1939,  accepted  a  compromise  offer  of  $8,700,000 
in  settlement  of  jeopardy  assessments  and  alleged 
deficiencies  in  connection  with  the  Federal  income 
and  excess  profits  taxes  for  the  years  1927  to 


1933,  inclusive,  against  Associated  Gas  and  Elec- 
tric Company,  Associated  Gas  and  Electric  Cor- 
poration and  their  subsidiaries  and  certain  affili- 
ated companies.  This  settlement  included  the 
jeopardy  assessments  made  in  December,  1935, 
aggregating  approximately  $50,000,000. 

The  sum  of  $3,000,000  was  paid  on  account  to 
the  Collector  of  Internal  Revenue  on  July  5, 1939. 
Under  the  compromise  agreement,  the  balance  is 
payable  as  follows:  $1,000,000  on  July  5,  1940, 
fifteen  payments  of  $300,000  quarterly  beginning 
fifteen  months  from  the  date  of  acceptance  of  the 
compromise  offer  and  $200,000  five  years  from 
that  date.  Each  deferred  payment  bears  6% 
interest. 

As  a  result  of  the  compromise  agreement  and 
the  initial  payment  of  $3,000,000,  all  jeopardy 
tax  liens  against  the  property  of  the  Corporation 
and  its  subsidiaries  have  been  released,  except  a 
lien  on  certain  securities  which  is  retained  to  secure 
the  payment  of  the  deferred  instalments.  Further 
details  with  respect  to  this  settlement  will  be 
found  in  footnote  four  of  the  consolidated  balance 
sheet,  on  page  23  of  this  report. 

Funds  for  the  payment  of  the  initial  instalment 
of  $3,000,000  of  the  compromise  agreement  were 
provided  through  the  sale  by  certain  subsidiaries 
of  preferred  stock  of  New  York  State  Electric  & 
Gas  Corporation,  in  connection  with  bond  and 
preferred  stock  financing  by  that  corporation. 
Upon  completion  of  this  financing,  which  is  more 
fully  described  on  page  nine,  the  above  amount 
was  paid  to  Associated  Gas  and  Electric  Corpo- 
ration by  these  subsidiaries  in  repayment  of  loans 
previously  made,  to  be  used  as  the  aforementioned 
initial  instalment. 

CONSTRUCTION  OF  $14,808,000 

Operating  companies  now  in  the  Associated 
System  spent  $14,808,000  for  construction  in 
1938,  and  are  planning  to  spend  a  somewhat 
greater  amount  for  similar  purposes  in  1939.  The 
expenditure  last  year  brings  to  about  $200,000,000 
the  cost  over  the  past  ten  years  of  construc- 
tion and  improvements  by  companies  now  in  the 
System. 

The  companies  which  did  the  largest  amount  of 
work  in  1938  were  New  York  State  Electric  & 
Gas  Corporation  and  Rochester  Gas  and  Electric 
Corporation.  In  the  case  of  the  first  company  the 
major  expenditures  were  for  work  on  projects 
carried  over  from  1937.  These  included  completion 
of  construction  of  the  20,000-kilowatt  generating 
plant  and  sub-station  at  Dresden,  N.  Y.,  and  trans- 
mission lines  between  Montour  and  Geneva  and 
from  Lapeer  to  Norwich,  which  facilities  complete 
the  interconnection  of  the  properties  of  New  York 
State  Electric  &  Gas  Corporation  in  the  central 


part  of  the  State.  "Work  approved  in  1938  but  still 
under  way  included  construction  of  power  supply 
lines  and  a  sub-station  in  the  Liberty  area.  Con- 
struction by  the  Rochester  company  included 
completion  of  a  third  unit  for  one  of  its  generating 
stations  and  a  rearrangement  of  transmission  lines. 

Other  important  work  during  the  year  in  the 
System  was  construction  of  a  transmission  line 
connecting  Georgia  Power  and  Light  Company 
(a  subsidiary)  and  Georgia  Power  Company,  and 
installation  of  new  boilers  for  the  Seward  plant 
of  the  Pennsylvania  Electric  Company.  Another 
major  expenditure  was  the  purchase  of  52  coaches 
for  Staten  Island  Coach  Company,  Inc. 

New  York  State  Electric  &  Gas  Corporation 
will  have  the  largest  construction  program  in  1939  ; 
this  company  is  the  largest  operating  unit  in  the 
Associated  System.  The  projects  will  consist  prin- 
cipally of  sub-stations,  and  transmission  and 
distribution  lines. 

Expenditures  for  construction  by  present  sub- 
sidiaries during  the  past  ten  years  have  been  as 
follows — 


Cumulative 

For  the  Tear  Total 

1938                         $14,808,000  $199,614,000 

1937                         26,228,000  184,806,000 

1936                           17,570,000  158,578,000 

1935                           11,664,000  141,008,000 

1934                             7,837,000  129,344,000 

1933                             6,236,000  121,507,000 

1932                             6,477,000  115,271,000 

1931                         24,274,000  108,794,000 

1930                           38,687,000  84,520,000 

1929                           45,833,000  45,833,000 


RURAL  ELECTRIFICATION— Service  was  extended  to 
9,718  additional  rural  customers  in  1938.  Institu- 
tion of  this  service  required  the  building  of  1,516 
miles  of  rural  lines  at  a  total  cost  of  approximately 
$2,300,000.  The  number  of  customers  added 
averaged  6.4  per  mile,  compared  with  an  average 
of  9.4  customers  per  mile  of  rural  line  for  all  sub- 
sidiaries of  Associated  Gas  and  Electric  Corpora- 
tion, at  the  end  of  1938.  The  tabulation  below 
shows  the  progress  that  has  been  made  in  extend- 
ing service  to  outlying  districts.  The  figures 
show  the  lines  in  operation,  cumulative  cost  to 
date,  and  total  number  of  customers  served  at  the 
end  of  each  year; 


Miles  Cumulative  Customers 

Year                      of  Lines  Cost  Served 

1938                      24,720  $43,472,548  232,986 

1937                      23,204  41,172,364  223,268 


The  program  contemplated  for  1939  will  again 
substantially  increase  the  number  of  rural  cus- 
tomers by  the  end  of  the  year.  It  will  mean  an 
increase  in  the  Associated  System's  investment  in 
rural  electrification  to  more  than  $46,000,000. 
Approximately  2,000  miles  of  rural  lines  will  be 
erected  during  the  year. 
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FINANCIAL 
NEW  YORK  STATE  FINANCING— On  May  29, 1939,  the 
New  York  State  Electric  &  Gas  Corporation  filed 
with  the  Securities  and  Exchange  Commission  a 
registration  statement  covering  $13,000,000  of 
3%%  first  mortgage  bonds,  due  1964,  and  60,000 
shares  of  5y2%  cumulative  preferred  stock  of  $100 
par  value.  These  issues  were  authorized  on  June 
21,  1939  by  the  New  York  State  Public  Service 
Commission.  On  June  29,  the  Securities  and  Ex- 
change Commission  entered  the  necessary  orders 
under  the  Public  Utility  Holding  Company  Act 
of  1935,  to  permit  the  issue  and  sale  of  these  secu- 
rities. Proceeds  to  the  New  York  State  company 
from  the  sale  of  the  bonds  and  29,276  shares  of 
the  preferred  stock,  together  with  other  funds  of 
that  company,  will  be  used  for  the  refunding,  by 
redemption,  of  underlying  mortgage  bonds  of  con- 
stituent companies,  the  payment  and  discharge  of 
notes  of  the  New  York  State  company,  redemption 
of  3,878  shares  of  its  $1.25  cumulative  preferred 
stock,  expenditures  for  additional  property,  and 
other  purposes. 

The  retirement  of  the  underlying  bonds  (five 
issues),  payment  of  two  bank  loans  and  redemp- 
tion of  the  preferred  stock  have  greatly  simpli- 
fied the  company's  capital  structure,  an  addition 
to  effecting  a  substantial  saving  in  annual  interest 
requirements.  The  first  mortgage  bonds  now  cover 
the  entire  property  of  the  company  subject  only 
to  $5,000,000  of  non-callable  divisional  lien  bonds. 

In  connection  with  the  financing  described 
above,  two  other  subsidiaries  of  Associated  Gas 
and  Electric  Corporation  also  sold  30,724  shares 
of  5y2%  preferred  stock  of  the  New  York 
State  company  which  they  had  received  in  ex- 
change for  5%  preferred  stock  previously  held 
by  them.  The  proceeds  from  this  sale  of  preferred 
stock  provided  the  funds  which  were  used  to  make 
the  initial  payment  of  $3,000,000  under  the  com- 
promise agreement  with  the  Commissioner  of  In- 
ternal Revenue,  to  which  reference  is  made  on 
pages  seven  and  eight. 

MATURING  OBLIGATION— The  eight-year  bonds  of 
Associated  Gas  and  Electric  Corporation  are  due 
March  15,  1940.  These  bonds  were  issued  in  1932 
when  the  System  was  confronted  with  the  task 
of  providing  for  certain  maturing  obligations, 
despite  the  extremely  unsatisfactory  market  and 
economic  conditions  which  existed  at  that  time. 
At  this  writing,  there  are  approximately  $6,200,000 
of  these  bonds  outstanding  in  the  hands  of  the 
public  and  consideration  is  being  given  to  plans 
which  will  provide  for  the  payment  of  the  entire 
issue  at  maturity. 

"CURRENT  POSITION"— As  last  year's  report  pointed 
out,  the  limitations  of  consolidated  balance  sheets 
are  such  as  to  distort  the  relationship  between 
"current  assets"  and  "current  liabilities"  and  give 


a  false  impression  of  "current  position"  unless 
various  modifying  factors  are  taken  into  account. 
For  example,  the  consolidated  balance  sheet  at  De- 
cember 31,  1938  shows  various  items  totaling 
$48,504,945  which  might  be  classed  as  "current 
liabilities,"  and  in  fact  similar  items  were  so 
described  in  the  consolidated  balance  sheet  of 
the  same  date  reported  by  Associated  Gas  and 
Electric  Company  to  the  Securities  and  Ex- 
change Commission  (form  10-K),  in  accordance 
with  the  registrant's  interpretation  of  the  instruc- 
tions governing  such  returns.  Included  in  the 
above  total  of  $48,504,945,  however,  are  at  least 
$15,000,000  of  obligations  which,  while  "current 
liabilities"  in  form,  either  (1)  are  in  process  of 
funding  or  covered  by  collateral  more  than  suffi- 
cient to  fund  them  if  necessary,  or  (2)  do  not 
represent  liabilities  that  must  he  liquidated  with- 
in a  year  from  the  date  of  the  balance  sheet. 
More  specifically  these  are: 

1.  $1,500,000  of  long-term  debt  of  subsidiary 
companies  due  in  1939,  of  which  $1,200,000  has 
already  been  refunded  and  the  balance,  it  is  ex- 
pected, will  be  refunded  with  long-term  obligations 
during  the  current  year. 

2.  $1,418,000  of  matured  long-term  debt  of  a 
subsidiary  in  process  of  reorganization  which  will 
undoubtedly  be  refunded  in  some  form  and  not 
liquidated. 

3.  $6,219,757  of  notes  payable  with  collateral. 
Most  of  this  collateral  consists  of  System  securities, 
and  if  such  securities  were  sold  to  liquidate  the  notes 
in  support  of  which  they  are  pledged,  the  effect 
would  be  equivalent  to  the  funding  of  short-term 
obligations  by  long-term  debt  or  equity  securities. 
To  the  extent  that  the  collateral  consisted  of 
securities  of  companies  not  in  the  consolidation,  its 
sale  to  liquidate  the  notes  would,  of  course,  repre- 
sent the  paying  off  of  a  short-term  obligation 
through  the  sale  of  miscellaneous  investments. 

4.  $6,020,692  of  "Customers'  Service  and  Line 
Deposits."  As  emphasized  in  last  year's  report  this 
item  does  not  represent  obligations  which  must  be 
promptly  liquidated  and  insofar  as  it  consists  of 
amounts  paid  by  customers  as  their  share  in  the 
capital  cost  of  otherwise  unprofitable  extensions,  it 
could  be  more  accurately  characterized  as  long-term 
debt.  Part  of  the  item,  however,  represents  deposits 
by  customers  to  guarantee  payment  of  bills  for  ser- 
vice and  the  amount  of  such  deposits  received  during 
any  usual  accounting  period  is  normally  a  little 
more  than  the  amount  which  is  returned  to  deposi- 
tors or  applied  against  uncollectible  accounts. 

The  following  items  would  also  have  to  be 
classed  as  "current  assets"  in  a  "10-K"  report 
to  the  Securities  and  Exchange  Commission: 

Cash  (including  working  funds)   §  9,758,240 

Notes  and  Accounts  Eeeeivable  (less 

reserve  of  $1,162,492)   11,247,777 

Materials,  Supplies,  and  Merchandise..  5,041,718 

Total    $26,047,735 

However,  in  addition  to  this  $26,047,735  there 
are  other  assets  of  an  estimated  value  of  at  least 
$18,000,000  not  classified  as  "current"  but,  never- 
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theless,  available  for  sale  if  necessity  should  arise, 
subject,  where  necessary,  to  obtaining  authoriza- 
tions from  regulatory  authorities.   They  are  : 

1.  At  least  $7,01)0,000  in  value  of  the  securities 
carried  at  an  aggregate  value  of  $12,415,850  on  the 
consolidated  balance  sheet  as  "Miscellaneous  Invest- 
ments", exclusive  of  the  miscellaneous  investments 
pledged  as  collateral  for  the  $6,219,757  of  notes  pre- 
viously mentioned. 

2.  At  least  $1,000,000  in  value  of  marketable  in- 
vestments in  affiliated  companies,  exclusive  of  notes 
and  open  accounts. 

3.  At  least  $10,000,000  in  value  of  securities  in- 
tercorporately  owned  and  therefore  eliminated  from 
the  consolidated  balance  sheet  but  available  for 
sale,  if  necessary,  to  liquidate  short-term  obliga- 
tions. 

In  the  foregoing,  the  contra  items  for  "Depos- 
its for  matured  bonds,  bond  interest,  dividends, 
etc."  and  "Appliance  accounts  receivable  sold," 
which  may  be  considered  as  "current  assets"  and 
"current  liabilities,"  have  been  omitted  since,  as 
they  offset  each  other,  they  do  not  affect  "current 
position." 

78,855  SECURITY  HOLDERS 

Registered  and  coupon  security  holders  of 
Associated  Gas  and  Electric  Corporation  num- 
bered 78,855  at  the  end  of  1938.  Of  this  number, 
76,805  were  in  the  United  States  and  its  posses- 
sions, and  2,050  were  in  foreign  countries.  All  of 
the  States  were  represented,  with  24,019  in  New 
York  and  16,388  in  Pennsylvania.  There  are 
Associated  security  holders  in  21  countries  over- 
seas. 

LITIGATION 
BANKRUPTCY  ACTION  DISMISSED— Judge  Alfred  C. 
Cose  of  the  United  States  District  Court  of 
the  Southern  District  of  New  York  dismissed,  on 
January  21,  1939,  a  proceeding  brought  against 
the  parent  company,  Associated  Gas  and  Electric 
Company,  by  three  security  holders  who  peti- 
tioned for  reorganization  of  that  company  under 
Chapter  10  of  the  National  Bankruptcy  Act. 
Judge  Coxe  granted  the  company's  motion  to 
dismiss  the  petition  on  the  ground  that  it  had 
not  been  filed  in  good  faith. 

UTILITIES  POWER  &  LIGHT  CASE— Certain  subsidiaries 
of  Associated  Gas  and  Electric  Corporation  hold 
approximately  337,000  shares  of  class  B  stock  and 
363,000  shares  of  common  stock  of  Utilities  Power 
&  Light  Corporation,  which  is  in  process  of  reor- 
ganization under  Section  77B  of  the  Bankruptcy 
Act.   These  investments  cost  about  $9,250,000. 

In  connection  with  that  reorganization,  Asso- 
ciated System  representatives  have  consistently 
taken  the  position  that  the  interests  of  all  security 
holders  of  Utilities  Power  &  Light  Corporation 
would  best  be  served  by  the  use  of  the  large  cash 
resources  of  that  company  for  the  physical  and 


financial  rehabilitation  of  its  operating  subsid- 
iaries. A  plan  for  reorganization  of  Utilities 
Power  &  Light  Corporation  was  filed  on  this  basis 
providing  for  the  investment  of  up  to  $21,450,000 
in  its  various  subsidiary  companies.  However, 
pursuant  to  a  ruling  of  the  Securities  and  Ex- 
change Commission  and  the  Federal  District  Court 
in  Chicago,  the  trustee  of  Utilities  Power  &  Light 
Corporation  was  permitted  to  use  a  substantial 
portion  of  its  cash  resources  to  acquire  its  own 
debentures,  and  the  plan  of  reorganization  pro- 
posed by  Associated  interests  became  impossible 
of  execution. 

An  amended  plan  of  reorganization  was  re- 
cently filed  for  Utilities  Power  &  Light  Corpora- 
tion by  Atlas  Corporation.  Under  an  order  dated 
July  26,  1939,  the  Securities  and  Exchange  Com- 
mission approved  this  plan  which  makes  no  pro- 
vision for  the  holders  of  class  A,  class  B,  or 
common  stocks  of  Utilities  Power  &  Light  Corpo- 
ration. The  reorganization  plan  is  now  in  the 
hands  of  the  United  States  District  Court  in  Chi- 
cago, for  approval. 

In  preparation  of  the  consolidated  statements, 
the  investments  of  subsidiaries  in  stocks  of  Utili- 
ties Power  &  Light  Corporation  were  written 
down  to  market  value  as  of  December  31,  1938, 
and  during  the  current  year  such  investments 
were  finally  written  off  entirely. 

GOVERNMENTAL  MATTERS 

INTEGRATION  PLAN  FILED— On  December  1,  1938, 
the  Corporation's  parent,  Associated  Gas  and 
Electric  Company,  filed  with  the  Securities  and 
Exchange  Commission  a  tentative  plan  of  integra- 
tion and  simplification  to  comply  with  Section  11 
of  the  Public  Utility  Holding  Company  Act  of 
1935.  This  section  of  the  Act  provides  that  a 
holding  company's  operations  shall  be  limited  to 
a  single  integrated  public  utility  system,  although 
additional  systems  may  be  allowed  and  other 
businesses,  in  addition  to  gas  and  electricity,  may 
be  retained  under  certain  conditions.  Section  11 
also  requires  that  holding  companies  take  certain 
steps  toward  simplifying  their  corporate  struc- 
tures. 

The  Associated's  tentative  plan  of  integration 
provided  for  two  groups  of  properties,  a  Middle 
Atlantic  system  and  a  Southern  group.  It  pro- 
posed the  elimination,  principally  through  merger 
or  consolidation,  of  112  companies  from  the  Asso- 
ciated structure,  reducing  the  172  companies 
which  existed  at  the  date  the  plan  was  fded,  to  60. 
The  plan  contemplates  the  ultimate  elimination  of 
all  but  three  public  utility  holding  companies,  one 
of  which  would  be  Associated  Gas  and  Electric 
Company  or  Associated  Gas  and  Electric  Corpo- 
ration or  their  successor  company,  and  the  other 
two  would  be  intervening  holding  companies. 
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The  proposed  Middle  Atlantic  integrated  public 
utility  system  included  properties  located  almost 
entirely  in  the  States  of  New  Tort,  Pennsylvania, 
New  Jersey,  Maryland,  Delaware,  Virginia,  and 
West  Virginia.  The  proposed  Southern  group 
included  public  utility  systems  in  the  Carolinas, 
Florida,  Georgia,  Kentucky,  and  Tennessee.  A 
map  of  these  two  major  groups  is  shown  on  page 
35  of  this  report.  There  are  also  24  operating 
companies  whose  properties  are  not  included  in 
the  Middle  Atlantic  and  Southern  groups.  These 
are  located  principally  in  the  Middle  West  and 
Southwest  and  the  plan  contemplates  their  sale 
or  exchange  for  other  properties.  The  gross 
operating  revenue  of  these  companies  is  only 
about  5  per  cent  of  the  total  gross  operating 
revenue  of  the  System. 

Since  the  plan  was  originally  filed,  there  have 
been  conferences  with  representatives  of  the  Secu- 
rities and  Exchange  Commission  and  the  latter 
have  been  advised  by  Associated  Gas  and  Elec- 
tric Company  of  its  willingness  to  dispose  of 
the  so-called  Southern  group  of  properties,  as 
and  when  satisfactory  prices  or  exchanges  can 
be  obtained. 

SALES  AND  MERGER  OF  PROPERTIES — Several  Small 
operating  properties  have  recently  been  sold  and 
other  changes  are  in  prospect. 

Most  of  the  Tennessee  properties  of  Kentucky- 
Tennessee  Light  and  Power  Company  were  dis- 
posed of  during  the  past  few  months  to  the 
Tennessee  Valley  Authority  or  to  the  communities 
which  these  companies  formerly  served.  The 
aggregate  amount  received  was  $1,252,000. 

The  Associated  interest  in  Southern  Ice  Com- 
pany, Inc.,  was  recently  sold. 

Other  properties  sold  in  1938  and  early  in  1939 
included  a  small  electric  company  in  New  Mexico 
and  electric  and  water  properties  in  Indiana. 

Both  the  Federal  Power  Commission  and  the 
Pennsylvania  Public  Utility  Commission  have  ap- 
proved the  merger  of  Northern  Pennsylvania 
Power  Company  into  Metropolitan  Edison  Com- 
pany. An  application  has  been  made  to  the  Secu- 
rities and  Exchange  Commission  in  order  to  obtain 
whatever  approval  is  required  of  the  latter  under 
the  Public  Utility  Holding  Company  Act  of  1935, 
in  order  to  consummate  the  merger. 

During  the  year  two  small  companies  were 
purchased,  the  Hazleton  Water  Company  in 
Pennsylvania,  and  the  New  Jersey  Northern  Gas 
Company. 

374  COMPANIES  ELIMINATED — The  process  of  elimina- 
tion through  merger,  consolidation,  or  dissolution 
of  companies  whose  separate  corporate  existence 
has  served  its  purpose,  is  not  new  in  the  Associated 
System.  Since  1922,  the  System's  corporate  struc- 


ture has  been  simplified  by  the  elimination  of 
374  companies.  Twenty  of  these  companies  were 
eliminated  in  1938  and  three  thus  far  in  1939.  The 
number  of  companies  eliminated  in  each  of  the 
past  years  is  as  follows : 


1922   2  1931   22 

1923   1  1932   27 

J924   18  1933   27 

1925   17  1934   35 

1926   33  1935   44 

1927   34  1936   22 

1928   19  1937   8 

1929   43  1938   20 

1930   19  1939  (to  May)    3 


INVESTIGATION— Early  in  1939,  various  officials  of 
companies  in  the  Associated  System  appeared 
before  the  Federal  Power  Commission  in  connec- 
tion with  a  joint  investigation  by  that  Commis- 
sion and  the  Pennsylvania  Public  Utility  Com- 
mission. The  purpose  of  this  investigation  was 
to  determine  the  financial  or  managerial  relation- 
ships existing  between  the  Associated  Gas  and 
Electric  Corporation  subsidiaries  and  organiza- 
tions which,  to  December  31,  1938,  supplied 
them  accounting,  tax,  engineering,  and  other 
services  and  whether  the  charges  for  such  ser- 
vices have  been  just  and  reasonable.  The  Fed- 
eral Power  Commission  has  been  afforded  ac- 
cess to  the  boobs  and  records  of  various  subsidi- 
aries of  the  Corporation  and  the  latter  is  advised 
that  the  Commission  has  been  afforded  access  to 
the  books  and  records  of  the  service  organizations 
referred  to  above. 

AUDITING 

In  accordance  with  established  practice,  the 
accounts  of  Associated  Gas  and  Electric  Corpora- 
tion and  its  subsidiaries  for  the  year  1938  have 
been  examined  by  independent  public  accountants. 
A  copy  of  the  accountants'  report  appears  on  pages 
14  to  25,  inclusive. 

In  addition  to  the  examinations  by  the  inde- 
pendent public  accountants,  the  Corporation  and 
its  subsidiaries  have  for  years  maintained  a  system 
of  internal  check  as  part  of  their  regular  account- 
ing procedure.  This  has  included  periodic  exam- 
inations by  traveling  auditors,  constant  review  of 
standardized  reports  prepared  by  the  operating 
properties,  and  regular  investigation  as  to  the 
efficiency  of  the  subsidiaries'  systems,  methods, 
and  accounting  personnel. 

ACCOUNTING 

The  Federal  Power  Commission  and  various 
State  regulatory  commissions,  under  whose  juris- 
diction most  of  the  subsidiary  companies  operate, 
have  prescribed  new  uniform  systems  of  accounts 
which  require  that  studies  be  made  to  determine 
the  original  cost  of  electric  and  gas  properties 
when  first  devoted  to  the  public  service,  and  that  a 
restatement  be  made  to  reflect  the  fixed  capital 
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accounts  at  original  cost.  The  difference  between 
such  original  cost  and  the  amount  as  stated  in 
the  fixed  capital  aecount  under  the  former  uni- 
form system  of  accounts  will  be  transferred  to 
fixed  capital  adjustment  accounts,  and  further 
disposition  of  this  difference  will  await  the  rulings 
of  the  regulatory  bodies.  Cost  of  the  required 
fixed  capital  studies,  and  other  expense  in  con- 
nection with  the  initial  installation  of  continu- 
ing property  records,  aggregated  approximately 
$1,900,000  to  June  30,  1939.  Most  of  the  subsidi- 
aries are  still  engaged  in  this  work. 

The  new  uniform  systems  of  accounts  also 
prescribe  a  method  of  accounting  for  depreciation 
which  is  in  effect  an  amortization  of  original  cost, 
whereas  under  the  former  method  the  charges  to 
depreciation  made  by  subsidiary  companies  repre- 
sented their  estimate  of  a  reasonable  annual  pro- 
vision for  losses  to  be  realized  upon  retirement  of 
property.  Since  the  original  cost  studies  have  not 
yet  been  completed,  the  effect  of  accounting  for 
depreciation  according  to  the  newly  prescribed 
method  cannot  be  determined  at  present. 

In  preparation  of  Federal  income  tax  returns, 
the  Corporation  and  its  subsidiaries  have  claimed 
depreciation  in  accordance  with  applicable  regu- 
lations of  the  Bureau  of  Internal  Revenue.  For 
1938,  the  aggregate  amount  so  claimed  is  approxi- 
mately $3,000,000  in  excess  of  the  provision  made 
on  the  books  of  these  companies.  In  view  of  cur- 
rent increases  in  depreciation  charges  made  by 
a  number  of  subsidiaries,  it  is  estimated  that  the 
above  excess  will  be  reduced  by  at  least  $1,000,000 
during  the  year  1939. 

ORGANIZATION 

MUTUALIZED  SERVICES — The  privately  owned  service 
organizations  which  had  previously  performed 
certain  financial,  accounting,  and  corporate  serv- 
ices for  companies  in  the  Associated  System,  vol- 
untarily withdrew  from  this  work  on  December 
31,  1938.  The  personnel  of  these  organizations 
was  largely  absorbed  by  The  Utility  Management 
Corporation,  which  supplies  management  services 
to  Associated  subsidiaries.  The  Utility  Manage- 
ment Corporation  is  entirely  owned  by  the  operat- 
ing companies  in  the  Associated  System  and  the 
New  England  Gas  and  Electric  Association  and 
furnishes  services  to  these  companies  on  a  non- 
profit basis. 

Application  has  been  made  to  the  Securities  and 
Exchange  Commission  for  approval  of  The  Utility 
Management  Corporation  as  a  mutualized  service 
company.  This  application  is  still  pending  before 
the  Commission. 

COMPANY  CHANGES — A  number  of  organization 
changes  were  made  late  in  1938  and  during  the 
early  part  of  1939.  Mr.  Frederick  S.  Burroughs 


has  been  re-elected  vice-president  and  director  of 
the  Corporation.  Mr.  James  D.  Mortimer,  former- 
ly president  of  The  North  American  Company  and 
long  identified  with  the  public  utility  industry, 
was  recently  elected  a  director  to  fill  the  vacancy 
created  by  the  resignation  of  Mr.  Henry  ft.  Hayes. 
Mr.  Henry  A.  Stix  was  elected  vice-president  and 
comptroller,  having  previously  occupied  the  posi- 
tion of  general  auditor.  Other  changes  included 
election  of  Messrs.  J.  Lee  Rice,  Jr.,  to  the  office 
of  treasurer,  Charles  A.  Dougherty  as  vice-presi- 
dent and  secretary,  and  Henry  L.  Heineman  as 
vice-president.  Mr.  Francis  P.  Cummings  recent- 
ly resigned  as  director. 

At  the  adjourned  annual  meeting  of  the  stock- 
holders of  the  Corporation  held  August  9,  1939. 
Mr.  Lincoln  F.  Schaub  (heretofore  not  connected 
with  the  management)  was  elected  a  member  of 
the  Board  of  Directors. 

The  Stipulation  of  October  26,  1936,  under 
which  three  successors  to  the  three  independent 
directors  named  therein  (Messrs.  Cummings, 
Hayes  and  Prendergast)  were  to  be  named  by 
counsel  for  the  petitioning  creditors  in  the  77B 
proceeding  then  pending  against  Associated  Gas 
and  Electric  Company,  has  recently  been  amended 
in  the  manner  prescribed  therein  so  that  succes- 
sor independent  directors  of  both  the  Company 
and  the  Corporation  will  hereafter  be  elected 
as  provided  in  the  by-laws,  and  may  be  selected 
by  the  management.  Messrs.  Mortimer  and 
Schaub  were  both  selected  by  the  management. 

EMPLOYEES  WELFARE 

15,923  EMPLOYEES  INSURED — At  the  end  of  1938  a 
total  of  $66,703,543  of  insurance  was  in  force  on 
the  lives  of  15,923  employees  of  companies  in  the 
Associated  System.  This  was  an  average  of  more 
than  $4,000  for  each  insured  employee.  From  the 
time  the  Employees'  Insurance  Plan  was  installed 
in  temporary  form,  in  1930,  to  the  end  of  1938, 
claims  reaching  the  sum  of  $3,001,290  have  been 
paid  in  death  and  permanent  disability  benefits  to 
871  beneficiaries. 

About  36%  of  the  number  of  employees  who 
have  died  since  the  Plan  has  been  in  effect  carried 
no  other  insurance  but  that  provided  by  the  Em- 
ployees' Plan;  19%  had  $500  or  less  of  outside 
insurance,  and  18%  had  from  $501  to  $1,000.  Only 
27%  had  more  than  $1,000  of  other  insurance. 

Part  of  the  cost  of  the  insurance  under  this 
Plan  is  borne  by  Associated  companies.  For  1938, 
the  net  cost  absorbed  by  employers,  after  apply- 
ing dividends  and  other  income  against  their  con- 
tributions to  gross  premiums  and  deducting  ad- 
ministrative expenses,  was  $768,576,  or  less  than 
214%  of  the  total  pay  rolls  of  the  companies 
concerned. 
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PENSION  PLANS —  During  the  year  1937  most  of  the 
subsidiaries  of  the  Associated  System  adopted  pen- 
sion plans.  At  the  close  of  1938,  62  of  these  plans 
were  in  full  operation.  The  original  schedule  pro- 
vided for  a  graduated  retirement  age  beginning 
at  75  and  reducing  each  year  until  1942,  when  70 
would  become  the  normal  retirement  age.  During 
the  year  four  companies  wrere  able  to  amend  their 
plans  making  70  the  normal  retirement  age,  effec- 
tive immediately. 

Dividends  from  the  Employees  Insurance  Plan, 
which  had  been  accumulated  by  Employees  Wel- 
fare Association,  were  turned  over  during  the  year 
to  the  Pension  Trustees  and  distributed  to  the 
accounts  of  each  employer  in  the  Trust  Fund. 

During  the  latter  part  of  1938  the  stock  of 
Utilities  Employees  Securities  Company  was  re- 
classified and  the  Pension  Trust  acquired  a  new 
issue  of  common  stock  which  carries  an  interest 
in  earnings  subsequent  to  December  31,  1938,  in 
addition  to  the  stock  equity  subsequent  to  that 
date.  The  former  common  stock  of  Utilities  Em- 
ployees Securities  Company  was  at  the  same  time 
changed  into  a  non-voting  Class  A  stock,  82% 
of  which  is  held  by  a  subsidiary  of  Associated 
Gas  and  Electric  Corporation.  Both  the  Pension 
Trust  and  Utilities  Employees  Securities  Com- 
pany have  consented  to  Orders  of  the  Securities 
and  Exchange  Commission  declaring  them  to  be 
subsidiaries  of  Associated  Gas  and  Electric  Com- 
pany under  the  Public  Utility  Holding  Company 
Act  of  1935. 

INVESTING  PLAN— In  January,  1939,  subscription 
payments  to  income  notes  of  Utilities  Employees 
Securities  Company  were  discontinued,  as  were 
the  contributions  by  employer  companies. 

For  the  present  this  company  will  continue  its 
existence  as  an  investing  company,  paying  regular 
interest  to  owners  of  its  securities.  To  employee 
holders,  interest  has  been  paid  regularly  at  8% 


per  annum.  In  addition  to  the  regular  8%  paid, 
extra  payments  of  1%  were  made  in  1937  and  1938 
making  a  total  of  9%  in  each  of  these  two  years. 

CREDIT  UNIONS— Three  Credit  Unions  are  now 
operating  in  various  parts  of  the  Associated 
System,  and  in  New  England.  The  Credit  Union 
organized  under  the  laws  of  Pennsylvania  is 
available  to  any  employee  in  the  System  who  has 
no  other  such  facilities  available. 

These  organizations  are  incorporated  under 
State  laws  and  supervised  by  State  banking  de- 
partments. They  issue  no  stock,  but  are  owned, 
financed,  and  operated  by  members  who  are  Asso- 
ciated employees.  They  supplement  services  pro- 
vided by  other  credit  agencies  such  as  building 
and  loan  associations  and  mutual  savings  banks. 
They  are  essentially  a  means  by  which  employees 
pool  part  of  their  cash  resources  to  help  one  an- 
other when  unusual  financial  needs  or  emergencies 
develop. 

SAFETY  WORK — The  System  continued  last  year  its 
efforts  to  prevent  accidents  among  employees. 
During  1938,  there  were  518  lost-time  accidents 
among  employees  of  System  companies,  excluding 
Manila,  compared  with  818  in  1937,  a  reduction 
of  37%.  There  were  10  fatal  accidents,  compared 
with  21  in  the  previous  year.  The  hours  of 
exposure  to  possible  accidents  in  1938  were  only 
10%  less  than  in  1937,  so  this  fact  accounted  for 
a  relatively  small  part  of  the  improvement  shown. 
A  special  safety  campaign,  designed  to  reduce  the 
relatively  large  number  of  accidents  during  the 
summer  months,  was  also  effective.  The  total 
number  of  accidents  which  occurred  during  June, 
July,  and  August  was  reduced  from  306  in  1937, 
to  180  in  1938,  a  decline  of  41%.  During  these 
months  only  two  fatal  accidents  occurred,  com- 
pared with  13  during  the  summer  period  in  the 
preceding  year.  Similar  work  will  be  carried  on 
in  1939. 

Respectfully  submitted, 


For  the  Board  of  Directors, 

J.  I.  Mange, 
President. 

September  27,  1939. 


Associated  Gas  and  Electric  Corporation  is  controlled  by  Associated  Gas  and  Electric  Company,  which 
owns  all  of  its  outstanding  stock.  The  debentures  of  Associated  Gas  and  Electric  Corporation  have  a  more 
direct  claim  on  the  earnings  of  the  operating  subsidiaries  than  the  debentures  of  Associated  Gas  and  Electric 
Company,  inasmuch  as  the  income  of  the  latter  company  is  derived  solely  from  its  investment  in  the  stock 
and  junior  indebtedness  of  Associated  Gas  and  Electric  Corporation.  A  chart  of  ownership  appearing  on 
page  thirty-four  of  this  report  shows  the  relative  position  of  the  two  companies  with  respect  to  their  claim 
upon  the  earnings  of  the  operating  subsidiaries. 
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HASKINS  &  SELLS 


ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
AND  SUBSIDIARY  COMPANIES 


Consolidated  Statements 
Consolidated  Balance  Sheet,  December  31,  193S  (Exhibit  A). 

Statement  or  Consolidated  Income  foe  the  Year  Ended  December  31,  1938  (Exiiibit  B). 

Statement  of  Consolidated  Earned  and  Capital  Surplus  for  the  Year  Ended  December  31,  1938  (Exhibit  C). 


Parent  Company  Statements 
Balance  Sheet,  December  31,  1938  (Exhibit  D). 

Statement  of  Income  for  the  Year  Ended  December  31,  1938  (Exhibit  E). 

Statement  of  Earned  and  Capital  Surplus  for  the  Year  Ended  December  31,  1938  (Exhibit  F). 


ACCOUNTANTS'  CERTIFICATE 


Associated  Gas  and  Electric  Corporation  : 

We  have  made  an  examination  of  the  balance  sheet  of  Associated  Gas  and  Electric  Corporation 
(incorporated  in  Delaware)  and  the  consolidated  balance  sheet  of  the  Corporation  and  its  subsidiaries 
as  of  December  31,  1938  and  of  the  related  statements  of  income  and  surplus  for  the  year  1938.  In 
connection  therewith,  we  made  a  review  of  the  accounting  methods  and  examined  or  tested  account- 
ing records  of  the  companies,  except  certain  subsidiaries  which  were  examined  by  other  independent 
accountants,  and  other  supporting  evidence  in  a  manner  and  to  the  extent  which  we  considered 
appropriate  in  view  of  the  systems  of  internal  accounting  control. 

As  to  the  subsidiaries  examined  by  other  independent  accountants,  the  amounts  included  in  the 
accompanying  consolidated  statements  are  as  shown  by  their  reports  except  for  minor  reclassifica- 
tions to  conform  to  the  general  classification  used  in  consolidation.  The  book  value  of  the  assets  of 
the  companies  examined  by  other  accountants  amounted  to  approximately  19%  of  the  total  consoli- 
dated assets  at  December  31,  1938  and  the  gross  operating  revenues  of  such  companies  included  in 
the  consolidated  statements  amount  to  approximately  23%  of  the  consolidated  operating  revenues 
for  the  year  1938. 

Prior  to  1938  discount  on  bonds  or  debentures  held  inter corp or ately  at  less  than  par  was  ap- 
plied in  consolidation  as  a  reduction  of  the  unamortized  debt  discount  and  expense  of  the  issuing 
companies  or  credited  to  capital  surplus  to  the  extent  that  such  eredit  discount  exceeded  the  un- 
amortized debt  discount  and  expense  of  the  issuing  companies,  and,  with  certain  exceptions,  no  reduc- 
tion on  account  of  intercorporate  holdings  was  made  in  consolidation  of  the  amount  charged  to  income 
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by  the  issuing  companies  for  amortization  of  debt  discount  and  expense.  As  of  January  1,  1938  an 
adjustment  has  been  made  restoring  to  unamortized  debt  discount  and  expense  and  crediting  to  sur- 
plus as  of  December  31,  1937  (capital  surplus)  the  amount  by  which  the  credit  discount  on  bonds  or 
debentures  held  inter c or porately  which  had  previously  been  deducted  from  unamortized  debt  discount 
and  expense  exceeded  the  pro  rata  amount  applicable  to  the  intercorporate  holdings.  Commencing  in 
1938  bonds  or  debentures  acquired  inter corporately  are  treated  in  consolidation  in  the  same  manner 
as  bonds  or  debentures  reacquired  by  an  issuing  company,  that  is,  the  difference  between  cost 
and  par,  adjusted  for  the  proportionate  amount  of  unamortized  debt  discount  and  expense  of  the 
issuing  companies  applicable  thereto,  is  credited  or  charged  to  earned  surplus,  and  the  charges  made 
to  income  by  the  issuing  companies  for  amortization  are  reduced  by  the  amount  applicable  to  inter- 
corporate holdings.  Commencing  in  1938  the  companies  have  also  adopted  the  policy  of  crediting 
profits  and  charging  losses  on  the  sale  of  securities  to  earned  surplus  rather  than  to  capital  surplus 
as  had  previously  been  the  practice  in  some  instances.  The  foregoing  changes  are,  in  our  opinion,  in 
accordance  with  accepted  principles  of  accounting. 

In  our  opinion,  based  on  our  examination  and  on  the  reports  of  other  accountants  as  to  the  com- 
panies whose  accounts  were  not  examined  by  us,  and  subject  to  the  fact  that  we  are  not  in  a  posi- 
tion to  express  an  opinion  as  to  the  contingent  liability  for  additional  Federal  income  and  for  New 
York  City  "business"  taxes  (see  Notes  4  and  5  to  the  balance  sheets  of  the  Corporation  and  of  the 
Corporation  and  subsidiaries  consolidated),  or  as  to  the  provisions  for  retirements,  renewals  and  re- 
placements of  fixed  capital  (see  Note  1  to  the  consolidated  balance  sheet),  the  accompanying  balance 
sheets  and  statements  of  income  and  surplus,  witb  their  footnotes,  fairly  present,  in  accordance  with 
accepted  principles  of  accounting,  which  were  consistently  followed  by  the  companies  except  as  ex- 
plained in  the  preceding  paragraph,  the  financial  condition  of  the  Corporation  and  of  the  Corpora- 
tion and  subsidiaries  consolidated,  as  of  December  31,  1938,  and  the  results  of  their  operations  for 
the  year. 

Haskins  &  Sells. 

Wilmington, 

September  26,  1939. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1938 

ASSETS 

FIXED  CAPITAL — Plant,  property,  etc.,  at  estimated  reproduction  cost  (shown  in  memorandum 

accounts  in  the  case  of  certain  companies)  including  going  value  and  other  intangibles,  at  various 
dates  of  revaluation  (with  relatively  minor  exceptions),  plus  subsequent  additions  at  cost,  less 
retirements;  includes  approximately  $6,560,000  which  has  been  disallowed  in  the  Federal  Power 
Commission's  determination  of  original  cost,  the  disposition  of  which  has  not  yet  been  deter- 
mined, and  approximately  $6,765,000  reported  as  in  process  of  or  subject  to  retirement;  and 
$86,871,111.52  an  eliminated  balance  of  investments  in  subsidiaries  (Note  1)   $  917,875,273.2 


INVESTMENTS  (Note  2): 

Affiliated  companies  (including  notes  and  accounts  receivable  of  $1,580,549.24)   $39,38S,429.84 

Miscellaneous  ($4,812,011.76  pledged)   12,445,850.79  51,834,280.63 


DEPOSITS  FOR  MATURED  BONDS,  BOND  INTEREST,  DIVIDENDS,  ETC.  (contra). 


DEPOSITS  FOR  SINKING  FUNDS,  CONSTRUCTION,  ETC... 


CASH  (including  workhig  funds).. 


NOTES  AND  ACCOUNTS  RECEIVABLE: 

Customers    $  9,340,617.42 

Appliances — instalment   accounts    (including   $75,926.77   pledged   as  additional 

security  for  appliance  accounts  receivable  sold)   1,688,632.93 

Miscellaneous  (including  $86,303.99  due  from  employees)   1,381,019.17  12,410,269.52 


MATERIALS,  SUPPLIES  (including  construction  material)  AND  MERCHANDISE  ($595,864.22)— 

(book  inventories  adjusted  to  physical  inventories  taken  at  various  dates,  at  average  cost)    5,041,717.8 


APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra).. 


DEFERRED  DEBIT  ITEMS: 

Unamortized  debt  discount,  premium  and  expense........   $27,098,252.56 

Prepayments    895,372.64 

Miscellaneous  unadjusted  debits   2,046,221.80  30,039,847.00 


TOTAL    $1,035,950,382.90 

See  Notes  on  Pages  23  and  24  which  are  an  Integral  Part  of  the  Consolidated  Balance  Sheet. 

exhibit  a 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

CONSOLIDATED  BALANCE  SHEET 

December  31,  1938 

LIABILITIES 

CAPITAL  STOCK  OF  ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION- — 
671,000  shares  of  no  par  value  common  stock  authorized,  issued  and  outstanding 
(held  by  Associated  Gas  aud  Electric  Company)   $  7,398,000.00 

CONSOLIDATED  SURPLUS  (Notes  3,  4,  5  and  9)  : 

Capital  surplus  reserved  for  conversion  of  debentures   27,061,030.00 

Capital— Exhibit  C    149,690,059.95 

Earned— since  December  31,  1937— Exhibit  C   2,394,554.96 

INDEBTEDNESS  OP  ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION  TO 
STOCKHOLDER  (Note  3) : 

Notes  payable  (subordinate  to  all  other  indebtedness  of  the  Corporation): 

r>%  income  note,  due  Dccemher  1,  1980   71,805,120.00 

Non-interest-bearing  note,  due  on  or  before  Deccmher  1,  1983   4,879,583.-19 

Account  payable    63,504.02 

Total    $263,291,852.52 

LESS :  INVESTMENTS  OF  SUBSIDIARIES  IN  DEBT  SECURITIES  OF  ASSO- 
CIATED GAS  AND  ELECTRIC  COMPANY  (Note  2)   4,348,812.70  $  258,943,039.82 

CAPITAL  STOCK  OF  SUBSIDIARY  COMPANIES  AND  APPLICABLE  SUR- 
PLUS OR  DEFICIT: 

General  Gas  &  Electric  Corporation  (Note  2)  : 

Preferred  stocks  (including  cumulative  dividends  not  currently  being  paid)          $  6,156,363.45 

Common  stocks    11,584,962.84 

Other  subsidiary  companies: 

Preferred  stocks    73,698,994.17 

Common  and  participating  stocks   2,177,042.66  93,617,363.12 

LONG-TERM  DEBT: 

Associated  Gas  and  Electric  Corporation   (less  held  by  agent  for  exchange, 

§54,875,460;  in  treasury,  $1,708,215;  and  owned  intercorporately,  $31,567,955)..  $145,012,890.00 
Subsidiary  companies    (leas  held  in  sinking  and  other   funds,  85,055,600;  in 
treasury,  $67,676,670;  and  owned  intercorporately,  $599,931,504.40)  —  (includ- 
ing $2,234,338.41  maturing  within  one  year)                                                       392,707,923.48  537,720,813.48 

FEDERAL  INCOME  TAX  NOT  DUE  WITHIN  ONE  YEAR  (Note  4)   5,700,000.00 

MATURED  BONDS,  BOND  INTEREST,  DIVIDENDS,  ETC.   (contra)   1,250,975.52 

MATURED  LONG-TERM  DEBT  AND  INTEREST-BEARING  SCRIP  OP  SUBSIDIARIES  (in- 
cluding $1,418,000  of  a  subsidiary  in  process  of  reorganization  and  $2,000,000  of  another  sub- 
sidiary which  is  being  reduced  by  periodical  payments)  —  (less  held  in  treasury)  $2,839,420  and 

owned  intercorporately,  $1,674,900)   3,596,154.84 

NOTES  AND  ACCOUNTS  PAYABLE  TO  AFFILIATED  COMPANIES   283,728.68 

NOTES  PAYABLE   ($6,219,757.06  with  collateral)   9,056,376.75 

ACCOUNTS  PAYABLE    5,569,259.80 

DIVIDENDS   (being  currently  paid)  ACCRUED  ON  PREFERRED  STOCKS  OF  SUBSIDIARY 

COMPANIES    232,771.88 

TAXES  ACCRUED  OR  PAYABLE  (Note  4)   12,188,940.55 

INTEREST  AND  MISCELLANEOUS  ACCRUALS   9,322,682.77 

CUSTOMERS'  SERVICE  AND  LINE  DEPOSITS   6,020,692.29 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)   3,395,406.79 

RESERVES  AND  MISCELLANEOUS  UNADJUSTED  CREDITS: 

Retirements,  renewals  and  replacements  of  fixed  capital  (including  adjustments 

arising  through  revaluation  of  fixed  capital) — (Note  1)   $  79,804,142.96 

Doubtful  accounts  receivable    1,162,491.97 

Additional  Federal  income  tax  for  prior  years  (subject  to  final  determination- 
Note  4)    1,701,517.57 

Cumulative  dividends,  not  currently  being  paid,  on  preferred  stocks  of  subsidiaries  422,216.33 

Other  reserves  and  miscellaneous  unadjusted  credits                                                   2,579,506.77  85,669,875.60 

CONTRIBUTIONS  FOR  EXTENSIONS  (non-refundable)   3,382,301.10 

TOTAL    $1,035,950,382.99 

See  Notes  on  Pages  23  and  24  which  are  an  Integral  Part  op  the  Consolidated  Balance  Sheet. 

exhibit  a 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  year  ended  December  31,  1938 
(Including  operations  of  companies  acquired  in  19SS  from  the  dates  of  acquisition  only) 

Operating  Revenues: 

Electric  (Note  1)  

Gas  

Steam  heating,  water,  ice,  transportation,  etc  

Operating  Expenses  and  Taxes: 

Operating  expenses   

Maintenance   

Provision  for  retirements,  renewals  and  replacements  of  fixed  capital  (Note  2).. 
Provision  for  taxes: 

Federal  income  and  excess  profits  

Other   


Other  Income: 

Interest,  dividends,  etc.  (including  $455,469.87  income  of  a  subsidiary  company 

arising  from  charges  taken  up  by  other  subsidiaries  in  operating  expenses)  

Less — Non-operating  expenses   


Deductions  from  Income: 
Subsidiary  companies: 

Interest  on  long-term  debt  

Other  interest   

Less — Interest  charged  to  construction  (credit)  

Amortization  of  debt  discount,  premium  and  expense... 

Dividends  on  preferred  stocks  paid  or  accrued  

Income  applicable  to  minority  interest  


Associated  Gas  and  Electric  Corporation: 

Interest  on  eight-year  bonds  

Interest  on  convertible  debentures  

Interest  on  income  debentures  

Other  interest   

Amortization  of  debt  discount  and  expense  

Balance  op  Income  (Notes  1  and  3)   $  3,312,662.34 


(1)  Electric  revenues  include  approximately  $435,000  subject  to  refund  in  accordance  with  a  ruling  of  the  United  States  Supreme 
Court  on  April  17,  1939,  holding  an  order  of  the  Pennsylvania  Public  Utility  Commission,  providing  for  a  temporary  reduc- 
tion of  rates,  to  be  constitutional. 

msolidated  balance  sheet  for  policy  with  respect  to  provision  for  retirements,  renewals  and  replacements  of 

(3)  The  above  statement  does  not  include  income  of  subsidiaries  from  investments  in  Associated  Gas  and  Electric  Company, 
$463,832.86,  and  interest  declared  on  h%  income  note  payable  to  Associated  Gas  and  Electric  Company,  $350,000,  which 
are  shown  in  consolidated  earned  surplus.  The  cumulative  interest  on  the  income  note  which  is  payable  only  as  declared, 
and  for  which  no  provision  has  been  made  above,  amounted  to  $3,590,257.26  for  the  year. 


$102,932,610.84 

14,186,220.35 

12,204,153.28 

$129,322,984.47 

*  57,143,648.76 

8,138,852.52 

11,981,814.90 

3,619,821.08 

13,644,842.34 

94,528,979.60 

$  34,794,004.87 

*  1,392,144.58 

630,237.97 

761,906.61 

t  35,555,911.48 

$  18,826,373.98 

1,164,642.41 

195,931.43 

1,290,285.25 

4,524,527.11 

242,420.42 

25,852,317.74 

$  9,703,593.74 

*  621,737.79 

1,328,888.33 

4,336,544.13 

1,651.38 

102,109.77 

6,390,931.40 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

STATEMENT  OF  CONSOLIDATED  EARNED  AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1938 

Earned,  Capital 
Surplus  Surplus 

BALANOB,  JANUARY  1,  1938  (Note  1)   —  $204,811,585.48 

Charges  and  Credits  Applicable  to  Surplus  at  December  31,  1937  (Note  1): 

Portion  of  intercompany  profit  on  construction  fees  eliminated  in  con- 
solidation against  surplus  us  of  December  31,  1937   $     3 34, 4 47. 4 2 

Additional  provision  for  Federal  income  tax  for  prior  years   7,200,000.00 

Additional  provision   for  retirements  of  fixed  capital   3,842,865.43 

Write-off  (on  books  or  in  consolidation)  of  investment  of  subsidiaries  in 
capital  stocks  of  Associated  Uas  and  Electric.  Company  at  December  31, 
1937    (previously    deducted    from    capital    stock    ar.d    surplus    on  the 

consolidated  balance  sheet),  less  amounts  received  for  sales  in  1938   50.319,179.80 

Writeoff  of  fixed  capital   1,139,318.57 

Loss  on  sale  of  fixed  capital  realized  since  December  31,  1937  but  which 

resulted  from  events  occurring  prior  to  that  date   1,143,896.09 

Provision  for  future  abandonments  arisir.j;  from  events  occurring  prior  to 

December  31,  1937   (less  estimated  salvage  oi  $5,000)   177,128.27 

Restoration  to  contributions  for  extensions  of  amounts  transferred  there- 
from to  surplus  in  prior  period   132.2S1.17 

Loss  on  claims  against  companies  in  receivership   107,642.81 

Miscellaneous    46,678.88 

Total    $64,443,439.07 

Credits: 

Adjustment  necessitated  by  change  in  method  of  eliminating  discounts 
on  bonds  held  intercnrporatoly  and  the  unamortized  dehi  discount  and 

expense  applicable  thereto    (Note.  2)   $  5,4 87,605.21 

Reversal  of  miscellaneous  reserves   414,875,00 

Reinstatement   of    unamortized   debt   discount   and    expense    applicable  to 

future  period,  previously  written  off   156,089.03 

Reversal  of  provisions  for  subsidiary  preferred  stock  dividends  not  cur- 
rently being  paid  on  shares  reacquired   79,750.92 

Proceeds  from  investments  and  accounts  receivable  previously  written  off  460,845.74 

Reduction  of  minority  interest  in  surplus  of  subsidiaries   6,231.92 

Total    $  6,605,397.82 

Net  Charge    —  67,838,041.25 

Balance    —  $1-16,973,544.23 

Surplus  Credits: 

Balance   of  income; — Exhibit   B                                                                                                 $3,312,662.34  — 

Incomo  of  sub.-ii diaries  from  investments  in  Associated  Oas  and  Electric  Company   463,832.86  — 

Discount  on  long-term  debt  reacquired  during  the  year,  less  unamortized  debt  discount  and 

expense  applicable  thereto  and  net  loss  on  sales  by  other  than  issuing  companies   322,023.71  — 

Adjustment  of  minority  interest  in  surplus  of  subsidiaries   14,700.77  2,739,763.98 

Portion  of  fixed  capital  and  other  intangibles  previously  written  off  in  consolidation,  now 

charged  to  retirement  reserve  or  current  operations   —  338,017.96 

Excess  of  par  or  stated  valuo  over  cost  of  subsidiary  stocks  acquired  (net)   —  80,934.67 

Miscellaneous    1,006.67  145.917.22 

Total    $4,085,424.81  $150,278,178.06 

Sum-ma  Chajh;i-:s: 

Intorest  declared  on  5%  income  note  payable  to  Associated  Gas  and  Electric  Company  (Note  3)  $   350,000.00  — 

Write-down  of  carrying  value  of  miscellaneous  investments   480,562.99  — 

Loss  on  sale  of  investments  in  subsidiary  preferred  stocks   457,895,62  — 

Loss  on  sale  of  investments  in  Associated  Cas  and  Electric  Company   74,002.33  — 

Net  loss  on  sales  of  sundry  investments   12,414.58  — 

Amortization  of  premium  on  subsidiary  company  bonds  called  for  retirement  in  prior  period....  280,238.88  — 

Excess  reproduction  cost  of  fixed  capital  retired   $  334,891.10 

Capital  surplus  (net)  of  subsidiaries  acquired,  sold,  reorganized  or  dissolved  during  the  year....  —  253,227.01 

Miscellaneous    35,755.45  — 

Total    §1.690,869.85         §  588,118.11 

Balance,  DeCkmher  SI,  1938  (earned  surplus  is  since  December  31,  1937)   $2,394,554.96  $149.090,059.95 

See  Notes  on  Page  25  which  are  an  Integral  Paet  of  this  Statement. 
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Associated  Gas  and  Electric  Corporation 


BALANCE  SHEET 

(Parent  Company  Only) 
December  31,  1938 

ASSETS 

Investments  in  Subsidiary  Companies  (Note  1)  ■ 

Common  and  preferred  stocks  and  interest-bearing  convertible  obligations  (of 
which  $206,664,000  is  subordinate  to  other  indebtedness  of  the  issuing  com- 
panies)  at  Corporation's  valuation   $439,079,375.46 

Notes  and  accounts  receivable  and  interest-bearing  scrip  (includes  notes  and 

accounts  of  $1,458,952.32  subordinate  to  bank  loans  of  subsidiary  companies)....        4,837,786.68  §444,417,162.14 

Deposits  fob  Matured  Bond  Interest  (contra)   220,026.96 

Cash    108,104.37 

Interest  Receivable  prom  Subsidiary  Companies   48,896.25 

Deferred  Debit  Items: 

Unamortized  debt  discount  and  expense   $  3,567,909.23 

Miscellaneous  unadjusted  debits                                                                                  279.60  3,568,188.83 

Total    $448,362,378.55 


LIABILITIES 

Capital  Stock  and  Surplus: 

Capital  stock — 671,000  shares  of  no  par  value  common  stock  authorized,  issued 

and  outstanding  (held  by  Associated  Gas  and  Electric  Company)   $  7,398,000.00 

Surplus  (Notes  2,  4  and  5)  : 

Capital  surplus  reserved  for  conversion  of  debentures   27,437,730.00 

Capital — Exhibit  F   149,204,477.84 

Earned — siuce  December  31,  11)37 — Exhibit  F   15,991.37  $184,056,199.21 


Indebtedness  to  Stockholder  (Note  2): 

Notes  payable  (subordinate  to  all  other  indebtedness  of  the  Corporation): 

5%  income  note,  due  December  1,  1980   $  71,805,120.00 

Non-intcrest-beariug  note,  due  on  or  before  December  1,  1983   4,879,583.59 

Account  payable    63,504.02  76,748,207.61 

Long-term  Debt: 

8%  eight-year  bonds,  due  1940   $  8,815,400.00 

Convertible  debentures,  due  1973   27,437,730.00 

Income  debentures,  due  1978  (less  $54,875,460  held  by  agent  for  exchange  and 

$1,708,215  in  treasury)   140,327,715.00  176,580,845.00 


Federal  Income  Tax  Not  Due  Within  One  Year  (Note  4)   5,700,000.00 

Matured  Bond  Interest  (contra)   220,026.96 

Accounts  Payable    63,148.51 

Taxes  Accrued  or  Payable  (Note  4)   3,118,254.37 

Interest  Accrued  on  Long-term  Debt   1,773,277.44 

Reserve  for  Federal  Income  Tax  for  Prior  Years  (subject  to  final  determination — Note  4)   102,419.45 


Total    $448,362,378.55 

Note: 

The  assets  and  liabilities  set  forth  in  the  above  balance  sheet  represent  the  individual  accounts  of  the  Corporation  as  distinguished 
from  those  resulting  from  consolidation  with  subsidiaries.  The  assets  and  liabilities  of  the  Corporation  and  its  subsidiaries  on  a  con- 
solidated basis  are  shown  on  pages  16  and  17  (with  footnotes  relating  thereto  on  pages  23  and  24). 

See  Additional  Notes  on  Page  25  which  are  an  Integral  Part  of  the  Parent  Company  Balance  Sheet. 
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Associated  Gas  and  Electric  Corporation 

STATEMENT  OF  INCOME 

(Parent  Company  Only) 

Fov  tli&  y&Q/T  sndccl  DBcomucv  31,  1938 

Income  prom  Subsidiary  Companies: 

$4,177,737.29 

139,102.08 

ETA  91  q  no 

3,855,090.26 

Total   

$8,226,142.65 

Leas— Income  from  subsidiary  companies  attributable  to  interest  on  securities  of 

Associated  Gas  and  Electric  Corporation  and  Associated  Gas  and  Electric 

745,809.48 

$7,480,333.17 

Expenses  and  Taxes: 

S  50,417.48 

Provision  for  taxes: 

62,197.73 

11,177.11 

123,792.32 

$7,356,540.85 

Interest  and  Amortization  : 

S  710,658.41 

1,330,988.24 

5,536,857.51 

1,651.38 

148,705.85 

Total   

57,728,861.39 

Less — Interest  paid  which  is  eoiitra  to  income  received  from  subsidiary  companies.. 

332,022.16 

7,396,839.23 

Loss  (Notes  1  and  2)  

*  40,298.38 

Notes: 

(1)  The   amount   shown    above   for    dividends    on    common    stocks  is  exclusive  of  $1,347,262.71  and  the  interesl 
etc.,  is  exclusive  of  $24,690.00  credited  direct  to  capital  surplus,  as  such  dividends  and  interest  affected  su 
31,   1937    (see  Note  1  to  statement  of  earned  and  capital  surplus — parent  company). 

income  on  notes, 
plus  at  December 

(2)  The  above  statement  does  not  include  income  from  subsidiaiTy  companies  attributable  to  interest  on  securities  of  Associated  Gas 
and  Electric  Company,  $413,787.32,  and  interest  declared  on  5%  income  note  payable  to  Associated  Gas  and  Electric  Company, 
$350,000,  which  are  shown  in  earned  surplus.    The  cumulative  interest   on   the  income  note  which  is  payable  only  as  de- 
clared, and  for  which  no  provision  has  been  made  above,  amounted  to  $3,590,257.26  for  the  year. 

(3)  The  above  statement  of  income  (loss)  represents  the  individual  accounts  of  the  Corporation  as  distinguished  from  tliose  resulting 
from  consolidation  with  subsidiaries.    The  statement  of  income  of  the  Corporation  and  its  subsidiaries  on  a  consolidated  basis 
is  shown  on  page  18. 

EXHIBIT  E 
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Associated  Gas  and  Electric  Corporation 

STATEMENT  OF  EARNED  AND  CAPITAL  SURPLUS 

(Parent  Company  Only) 
For  the  year  ended  December  31,  1938 

Earned  Capital 

Surplus  Surplus 

Balance,  January  1,  1938  (Note  1)   —  $301,844,227.27 

Charges  and  Credit  Applicable  to  Surplus  at  December  31,  1937  (Note  1)  : 
Charges : 

Write-down  of  investments  in  subsidiaries   (including  dona- 
tion of  $500,000  to  subsidiary)— (Note  2)   $173,000,000.00 

Additional  provision  for  Federal  income  tax  for  prior  years  7,200,000.00 

Total    $180,200,000.00 

Credit: 

Transfer  of  balance  in  reserve  for  contingencies   26,000,000.00 

Net  Charge    —  154,200,000.00 

Balance    —  $147,644,227.27 

Surplus  Credits: 

Income  from  subsidiary  companies  attributable  to  interest  on  securities  of  Asso- 
ciated G-as  and  Electric  Company   $   413,787.32  — 

Discount  on  bonds  and  debentures  reacquired  or  retired  (net)   17,502.43  — 

Excess  of  amount  received  for  securities  sold  in  1938  over  the  written-down  carrying 

value  thereof    —  79,453.98 

Adjustment  of  reserve  for  Federal  income  tax   —  101,843.88 

Dividends  and  interest  received  from  subsidiaries  out  of  surplus  at  December 

31,  1937    —  1,371,952.71 

Miscellaneous    —  7,000.00 

Total    $  431,289.75  $149,204,477.84 


Surplus  Charges: 

Loss— Exhibit    E   $     40,298.38  — 

Interest  declared  on  5%  income  note  payable  to  Associated  Gas  and  Electric  Com- 
pany (Note  3)    350,000.00  — 

Loss  on  sales  of  securities  of  subsidiary  company   25,000.00  — 

TOTAL    $  415,298.38  — 

Balance,  December  31,  1938  (earned  surplus  is  since  December  31,  1937)   $    15,991.37  $149,204,477.84 

Notes : 

(1)  As  of  December  31,  1937  the  Board  of  Directors  authorized  the  officers  of  the  Corporation  to  transfer  to  capital  surplus  the 
deficit  in  the  earned  surplus  account.  A  similar  transfer  was  made  in  consolidation  of  the  earned  surpluses  (or  deficits)  of 
subsidiaries. 

(2)  To  write  down  investments  in  subsidiaries  to  reflect  on  the  books  of  the  Corporation  adjustments  previously  made  in  consolida- 
tion, or  made  in  1938  as  of  December  31,  1937  (including  adjustment  of  $50,502,152.05  to  write  off  the  carrying-  value  of 
investments  o£  subsidiaries  in  stocks  of  Associated  Gas  and  Electric  Company  as  of  December  31,  1937 — such  investments  hav- 
ing been  deducted  from  the  aggregate  of  capital  stock  and  Consolidated  surplus  at  December  31,  1937). 

(3)  Interest  on  the  5%  income  note  payable  to  Associated  Gas  and  Electric  Company,  shown  above,  is  the  amount  declared 
and  paid  in  1938.  The  cumulative  interest  undeclared,  for  which  no  provision  has  been  made  in  the  above  statement, 
amounted  to  $3,934,576.18  at  December  31,  1938. 

(4)  See  Notes  4  and  5  to  parent  company  balance  sheet  relating  to  contingent  liability  for  tases. 

(5)  The  above  statement  of  earned  and  capital  surplus  represents  the  individual  accounts  of  the  Corporation  as  distinguished  from 
those  resulting  from  consolidation  with  subsidiaries.  The  statement  of  earned  and  capital  surplus  of  the  Corporation  and  its 
subsidiaries  on  a  consolidated  basis  is  shown  on  page  19    (with  footnotes  relating  thereto  on  page  25). 

EXHIBIT  F 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

NOTES  TO  CONSOLIDATED  BALANCE  SHEET 

December  31,  1938 

(1)  The  amount  shown  for  fixed  capita]  does  not  purport  to  represent  present  realizable  value  or  replacement  coat. 
In  some  instances  where  properties  have  been  revalued  in  prior  years  at  estimated  reproduction  cost  (including 
going  value  and  other  intangibles)  the  adjustments  arising  from  such  revaluations  are  carried  in  separate  accounts 
(memorandum  accounts  in  some  instances)  and  are  not  included  in  reports  to  public  service  commissions.  Such 
adjustments  at  December  31,  1938,  included  in  fixed  capital  (exclusive  of  uueliminated  balance  of  investments  in 
subsidiaries)  amounted  to  $73,862,255.73  and  similar  adjustments  in  the  retirement  reserve  amounted  to  $1,352,503.49. 
The  capital  surplus  arising  from  such  revaluations,  as  well  as  the  capital  surplus  arising  from  the  revaluation  of  prop- 
erties by  other  subsidiaries  which  do  not  maintain  separate  accounts  showing  the  balance  remaining  in  fixed  capi- 
tal or  retirement  reserves  as  a  result  of  revaluations,  is  eliminated  in  consolidation  against  investments  in  sub- 
sidiaries, thereby  reducing  the  uneliminated  balance  of  investments  in  subsidiaries  which  is  included  as  additional 
cost  of  consolidated  fixed  capital. 

It  has  been  the  policy  of  the  operating  companies,  in  general,  to  make  provision  for  maintenance,  retirements,  and 
replacements  of  fixed  capital  on  the  basis  of  percentages  of  operating  revenue  less  power  and  gas  purchased,  from 
which  amounts  are  deducted  the  expenditures  for  maintenance,  leaving  provision  for  retirements  and  replacements. 
The  percentages  applied  to  the  respective  classes  of  revenue  have,  in  general,  been  from  12%%  to  20%  for  elec- 
tric, 10%  to  18%  for  gas,  and  8%  to  10%  for  heating.  Major  exceptions  to  the  foregoing  are  Rochester  Gas  and 
Electric  Corporation,  which  provides  8%  of  electric,  5%  of  gas  and  6%  of  heating  revenues  without  deduction  for 
maintenance  (an  additional  provision  of  approximately  $191,000  being  made  in  1938),  and  Metropolitan  Edison 
Company  and  New  Jersey  Power  &  Light  Company,  which  provide  amounts  determined  by  the  management,  which 
are  in  excess  of  amounts  required  under  bond  indentures  and  of  amounts  computed  at  the  rates  in  general  use. 
In  the  case  of  transportation  equipment,  iee  properties,  and  certain  other  property  of  relatively  minor  importance, 
provision  for  retirements  and  replacements  of  fixed  capital  is  made  on  the  basis  of  the  estimated  life  of  the 
property.  In  certain  instances  the  companies,  in  addition  to  the  regular  provisions  for  maintenance,  retirements, 
and  replacements  have  made  special  provision  for  amortization  of  specific  property  items.  No  separate  provision 
is  made  for  amortization  of  intangibles,  except  in  minor  instances.  In  certain  instances  changes  were  made  in 
1938  in  the  rates  or  bases  of  provision,  the  net  effect  thereof  being  a  decrease  of  approximately  $380,000  as  com- 
pared with  what  the  provision  would  have  been  on  the  basis  of  rates  used  in  1937.  The  amounts  of  provision  for 
depreciation  and  depletion  claimed  in  Federal  income  tax  returns  for  the  year  in  the  aggregate  exceeded  the  pro- 
vision for  retirements,  renewals  and  replacements,  depletion  (and  depreciation  where  provision  is  made  as  such) 
in  the  books  (exclusive  of  additional  provision  made  during  the  year  for  prior  periods)  by  approximately  $2,940,000. 

In  connection  with  the  new  uniform  system  of  accounts  (effective  in  most  instances  January  1,  1938),  promul- 
gated by  the  Federal  Power  Commission  and  various  state  regulatory  commissions,  the  operating  companies 
affected  thereby  are  making  a  study  to  ascertain  the  cost  of  the  property  when  originally  put  into  service.  The 
companies  will  be  required  to  restate  their  property  accounts  and  to  change  from  retirement  to  depreciation 
accounting.  Until  the  necessary  studies  have  been  completed  it  is  not  known  to  what  extent  the  accounts  will  be 
affected  but  the  effect  thereof  may  be  material. 

(2)  The  amounts  shown  for  investments  represent  cost  or  companies'  valuation  and  do  not  purport  to  represent  realiz- 
able values  or  an  appraisal  at  the  date  of  the  balance  sheet. 

Miscellaneous  investments  include  securities  carried  at  $540,316.64,  representing  cost  or  value  based  on  market 
quotations,  whichever  was  lower,  and  investments  carried  at  cost  or  companies'  valuation  of  $11,905,534.15.  The 
latter  amount  includes  certain  investments  for  which  market  quotations  were  available  at  December  31,  1938, 
which  were  less  than  carrying  values,  but  which  have  not  been  written  down  because  the  investment  value  is 
considered  as  not  being  affected  by  the  current  fluctuations  in  market  quotations. 

The  investments  of  subsidiaries  in  debt  securities  of  Associated  Gas  and  Electric  Company  are  deducted  in 
the  consolidated  balance  sheet  from  the  aggregate  of  the  capital  stock  of  Associated  Gas  and  Electric  Cor- 
poration, consolidated  surplus,  and  indebtedness  to  Associated  Gas  and  Electric  Company,  for  the  reason 
that  the  assets  of  Associated  Gas  and  Electric  Company  consist  almost  entirely  of  the  capital  stock  and 
indebtedness  of  Associated  Gas  and  Electric  Corporation.  The  investments  in  debt  securities  consist  of  de- 
bentures, investment  certificates  and  scrip,  at  cost,  including  interest  receivable  thereon.  Investments  of  subsidiaries 
in  capital  stocks  of  Associated  Gas  and  Electric  Company  have  been  written  off  in  the  consolidated  balance  sheet. 
However,  the  equity  of  the  minority  stockholders  of  General  Gas  &  Electric  Corporation,  as  shown  in  the  consoli- 
dated balance  sheet,  is  computed  on  the  basis  of  assigning  to  the  investments  of  a  subsidiary  of  that  corporation  in 
the  capital  stocks  of  Associated  Gas  and  Electric  Company  an  amount  equal  to  the  preference  of  the  stocks 
in  liquidation. 

(3)  No  provision  has  been  made  for  undeclared  cumulative  interest,  amounting  to  $3,934,576.18,  which  is  payable  only 
as  declared,  on  the  Corporation's  5%  income  note  payable  to  Associated  Gas  and  Electric  Company. 

(4)  On  July  5,  1939,  the  Commissioner  of  Internal  Eevenue  accepted  the  offer  in  compromise,  as  amended,  made  by 
Associated  Gas  and  Electric  Company,  Associated  Gas  and  Electric  Corporation  and  General  Gas  &  Electric  Corpo- 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

NOTES  TO  CONSOLIDATED  BALANCE  SHEET  (Continued) 

December  31,  1938 


ration.  This  agreement  provides  for  the  compromise  of  all  asserted  income  and  excess  profits  tax  liabilities  of  Asso- 
ciated Gas  and  Electric  Company  and  its  affiliates,  General  Gas  &  Electric  Corporation  and  its  affiliates,  and  various 
affiliated  and  associated  companies,  for  the  years  1927  to  1933,  inclusive,  for  the  sum  of  $8,700,000,  to  be  paid  in  instal- 
ments, of  which  the  initial  payment,  made  on  July  5,  1939  by  Associated  Gas  and  Electric  Corporation,  was 
$3,000,000.  $1,000,000  is  to  be  paid  one  year  from  July  5,  1939,  $300,000  is  to  be  paid  fifteen  mouths  from  such 
date  and  every  three  months  thereafter  for  a  total  of  fifteen  payments,  and  $200,000  is  to  be  paid  five  years 
from  such  date  with  interest  at  the  rate  of  Q%  per  annum  from  such  date  on  each  deferred  payment  as  it 
becomes  due  and  payable.  Pursuant  to  the  agreement  all  existing  liens  for  Federal  taxes  for  the  years 
1927,  1928,  1931  and  1932  against  the  properties  and  rights  to  property  of  Associated  Gas  and  Electric 
Company  and  its  subsidiaries  have  been  released,  and  all  the  properties  and  rights  to  property  of  that  com- 
pany and  its  subsidiaries  have  been  discharged  from  all  existing  liens  for  Federal  taxes  for  the  years  1929, 
1930  and  1933  except  certain  bonds  of  The  Metropolitan  Edison  Corporation  (to  which  NY  PA  NJ  Utilities 
Company  is  successor)  and  common  stocks  of  Metropolitan  Edison  Company,  New  Jersey  Power  &  Light 
Company  and  Northern  Pennsylvania  Power  Company.  Certain  claims  filed  in  the  United  States  District 
Courts  of  Delaware  and  Florida  against  Eastern  Utilities  Investing  Corporation  and  Florida  Public  Service 
Company,  respectively  (both  of  which  companies  are  subsidiaries  of  Associated  Gas  and  Electric  Company) 
have  been  withdrawn.  The  action  in  the  United  States  District  Court  for  the  Northern  District  of  New  York 
against  Associated  Gas  and  Electric  Company  and  various  other  defendants  for  the  foreclosure  of  tax  liens 
and  for  other  relief  has  been  dismissed.  The  agreement  was  made  in  compromise  and  full  settlement  of  any  and  all 
liabilities  of  the  taxpayers  described  therein  for  the  periods  listed  and  provides  that  upon  default  in  the 
payment  of  any  instalment  of  principal  or  interest,  the  Commissioner  of  Internal  Revenue  may  bring  suit  to 
collect  the  entire  unpaid  balance  of  the  agreement  or  may  disregard  the  agreement,  apply  all  amounts  previously  paid 
thereunder  against  the  liabilities  stipulated  in  the  Board  of  Tax  Appeals  and  may  assess  and  collect,  by  dis- 
traint or  suit,  the  balance  of  such  liability  in  respect  of  the  assessment  made  against  Associated  Gas  and 
Electric  Company  and  affiliates,  against  any  company  in  the  Associated  Gas  and  Electric  Company  group  which 
joined  in  the  consolidated  income  tax  returns  for  the  years  in  question  (the  contingent  liability  of  such  com- 
panies being  $0,823,866.14,  plus  accrued  interest  from  July  5,  1939),  and  in  respect  of  the  deficiency  against 
General  Ga3  &  Electric  Corporation  and  affiliates,  against  any  company  in  that  corporation's  group  which  joined 
in  the  consolidated  income  tax  return  for  the  year  1929  (the  contingent  liability  of  such  companies  being 
$3,895,833.33,  plus  accrued  interest  from  July  5,  1939.  Both  of  these  deficiencies  are  subject  to  reduction  by 
the  amount  of  any  payments  made  or  credits  given  on  account  of  said  deficiencies,  which  payments  and 
credits  now  aggregate  $2,492,338.33).  Provision  for  the  foregoing  liability  of  $8,700,000  has  been  made 
in  the  books  of  Associated  Gas  and  Electric  Corporation.  In  the  balance  sheet  $3,000,000  is  included  under  the  cap- 
tion of  taxes  accrued  or  payable  and  $5,700,000  is  shown  separately  as  a  liability  not  due  within  one  year.  How- 
ever, this  treatment  is  subject  to  adjustment  pending  the  determination  of  the  final  disposition  of  the  initial  and 
deferred  payments  on  the  books  of  the  Corporation  and/or  its  parent,  Associated  Gas  and  Electric  Company  and/or 
their  subsidiaries. 

Additional  Federal  income  taxes  of  approximately  $6,644,000  which  are  being  contested  have  been  asserted  against 
the  Corporation  and  its  subsidiaries  for  the  years  1934  to  1936,  inclusive. 

(5)  On  April  14,  1939,  Associated  Gas  and  Electric  Corporation  and  twenty-one  of  its  non-operating  subsidiaries  received 
"Notices  of  Claim"  for  amounts  of  "Business  Tax"  allegedly  due  to  the  City  of  New  York  for  tax  periods  1933-1937, 
inclusive,  aggregating  $397,142.58  (including  interest  and  penalties).  It  is  the  position  of  the  Corporation  and  each 
of  the  taxed  subsidiaries  that  the  said  assessments  are  void.  A  request  for  hearing  as  to  the  jurisdiction  of  the  New 
York  City  tax  authorities  over  such  companies  was  filed  on  June  30,  1939.  No  date  for  hearing  has  yet  been  fixed. 

(6)  Certain  securities  of  subsidiary  companies  and  notes  receivable  from  subsidiary  companies  which  eliminate  in 
consolidation  are  pledged  as  collateral  to  notes  payable  and  long-term  debt  or  deposited  under  escrow  or 
other  agreements. 

(7)  The  consolidated  statements  include  all  subsidiaries,  regardless  of  voting  trust  agreements  or  other  restrictions, 
and  certain  companies  which  are  undergoing  reorganization  under  Section  77B  of  the  Bankruptcy  Act,  as  amended. 

(8)  At  December  31,  1938,  there  were  pending  against  the  Corporation  and  various  of  its  subsidiaries  miscellaneous 
actions  for  money  judgments  which  are  insignificant  as  to  amount. 

(9)  On  November  30,  1937,  the  Pennsylvania  Public  Utility  Commission  ordered  a  subsidiary  to  reduce  its  rates 
approximately  $435,000  per  annum.  On  April  17,  1939,  the  United  States  Supreme  Court  held  the  order  of  that 
Commission  to  be  constitutional  and  in  this  connection  the  subsidiary  is  liable  for  refunds  of  approximately  $435,000 
for  1938  and  $38,000  for  1937. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 


NOTES  TO  STATEMENT  OF  CONSOLIDATED  EARNED 
AND  CAPITAL  SURPLUS 

For  the  year  ended  December  31,  1938 

(1)  As  of  December  31,  1937  the  Board  of  Directors  authorized  the  officers  of  the  Corporation  to  transfer  to  capital 
surplus  the  deficit  hi  the  earned  surplus  account.  A  similar  transfer  was  made  in  consolidation  of  the  earned  sur- 
pluses (or  deficits)  of  subsidiaries. 

(2)  At  December  31,  1937  the  credit  discount,  representing  the  net  excess  of  par  over  cost  of  bonds  or  debentures  held 
intercorporately,  was  deducted  in  consolidation  from  unamortized  debt  discount  and  expense  of  the  issuing  companies, 
or  credited  to  capital  surplus  to  the  extent  that  the  credit  discount  on  intercorporate  holdings  exceeded  the 
unamortized  debt  discount  and  expense  in  the  books  of  the  issuing  companies.  In  the  above  statement  a  consolida- 
tion adjustment  has  been  made  to  leave  in  unamortized  debt  discount  and  expense  the  amount  applicable  to  bonds 
or  debentures  in  the  hands  of  the  public  on  a  pro  rata  basis.  Commencing  in  1938  the  difference  between  par  and 
cost  of  bonds  or  debentures  acquired  after  December  31,  1937,  adjusted  for  the  unamortized  debt  discount  and 
expense  of  the  issuing  companies  applicable  thereto,  is  treated  as  a  net  credit  or  charge  to  earned  surplus.  Debt 
discount  and  expense  applicable  to  bonds  held  in  sinking  fund  at  December  31,  1937  which  had  not  previously  been 
written  off  is  also  included  in  the  above  adjustment. 

(3)  Interest  on  the  5%  income  note  payable  to  Associated  Gas  and  Electric  Company  charged  to  earned  surplus 
($350,000)  is  the  amount  declared  and  paid  in  1938.  The  cumulative  interest  undeclared,  for  which  no  provi- 
sion has  been  made,  amounted  to  §3,934,576.18  at  December  31,  1938. 

(4)  See  Notes  4  and  5  to  consolidated  balance  sheet  relating  to  contingent  liability  for  taxes  and  Note  9  relating 
to  liability  for  refunds  under  rate  case. 

NOTES  TO  PARENT  COMPANY  BALANCE  SHEET 

December  31,  1938 

(1)  The  amounts  shown  for  investments  do  not  purport  to  represent  realizable  values  or  an  appraisal  at  the  date  of 
the  balance  sheet. 

(2)  No  provision  has  been  made  for  undeclared  cumulative  interest,  amounting  to  $3,934,576.18,  which  is  payable  only 
as  declared,  on  5%  income  note  payable  to  Associated  Gas  and  Electric  Company. 

(3)  The  Corporation  is  contingently  liable  as  guarantor  of  principal  and  interest  of  a  subsidiary's  note  payable  of 
$950,000;  in  this  connection  the  Corporation  pays  1%  interest  in  addition  to  the  5%  paid  by  the  subsidiary. 
The  Corporation  is  also  contingently  liable  as  guarantor  of  a  $300,000  note  payable  of  an  indirect  subsidiary 
and  of  $111,932.02  of  appliance  accounts  receivable  sold  by  indirect  subsidiaries. 

(4)  For  status  of  Federal  income  tax  liability  for  the  years  prior  to  1934,  see  consolidated  balance  sheet  Note  4  on 
pages  23  and  24. 

Separate  Federal  income  tax  returns  were  filed  for  the  years  beginning  with  1934.  Deficiencies  amounting  to 
approximately  $640,050  have  been  asserted  against  the  Corporation  for  the  years  1934  and  1935;  the  proposed 
deficiencies  are  being  contested.    The  latest  return  examined  by  the  Treasury  Department  covers  the  year  1935. 

(5)  On  April  14,  1939,  Associated  Gas  and  Electric  Corporation  received  "Notice  of  Claim"  for  amounts  of  "Business 
Tax"  allegedly  due  to  the  City  of  New  York  for  tax  periods  1933-1937,  inclusive,  aggregating  $126,911.75  (includ- 
ing interest  and  penalties).  It  is  the  position  of  the  Corporation  that  the  said  assessments  are  void.  A  request  for 
hearing  as  to  the  jurisdiction  of  the  New  York  City  tax  authorities  over  the  Corporation  was  filed  on  June  30, 
1939.    No  date  for  hearing  has  yet  been  fixed. 

(6)  At  December  31,  1938,  there  were  pending  a  number  of  eases  in  which  recoveries  have  been  sought  in  connection 
with  securities  of  the  Corporation  and  of  its  parent  company,  Associated  Gas  and  Electric  Company,  involving 
a  total  of  approximately  $70,000  principal  amount  or  equivalent  of  securities  of  the  Corporation  and  of  Associated 
Gas  and  Electric  Company.    These  suits  have  been  inactive  for  the  most  part  for  considerable  lengths  of  time. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1938  and  1937 
ASSETS 

1938  19ST 

FIXED  CAPITAL— Plant,  property,  etc.   (1937  figure  has  been  adjusted  by 

S3 34, 447. 42— -see  page  19}   $  917,875,273.22    $  914,449,502.62 

INVESTMENTS: 

Affiliated  companies  (including  notes  and  accounts  receivable)   39,388,429.84  40,328,213.20 

Miscellaneous  (partly  pledged)   12,445,850.79  12,773,867.80 

DEPOSITS  FOR  MATURED  BONDS,  BOND  INTEREST,  DIVIDENDS,  ETC. 

(contra)    1,250,975.52  2,054,366.54 

DEPOSITS  FOR  SINKING  FUNDS,  CONSTRUCTION,  ETC   4,344,371.96  2,627,822.67 

CASH  (including  working  funds)   9,758,240.43  8,995,741.81 

NOTES  AND  ACCOUNTS  RECEIVABLE: 

Customers    9,340,617.42  9,059,777.36 

Appliances— instalment  accounts   (partly  pledged  as  additional  security  for 

appliance  accounts  receivable  sold)    1,688,632.93  2,031,772.63 

Miscellaneous  (including  amounts  due  from  employees)   1,381,019.17  1,354,886.92 


MATERIALS,  SUPPLIES  (including  construction  material)  AND  MERCHAN- 
DISE (book  inventories  adjusted  to  physical  inventories  taken  at  various  dates, 

at  average  cost)   5,041,717.92  6,068,072.31 


APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD  (contra)   3,395,406.79  4,949,996.62 

DEFERRED  DEBIT  ITEMS : 

Unamortized  debt  discount,  premium  and  expense   27,098,252.56  22,656,943.83 

Prepayments    895,372.64  1,162,106.27 

Miscellaneous  unadjusted  debits   2,046,221.80  2,893,693.95 

TOTAL    $1,035,950,382.99  $1,031,406,764.53 

Note  : 

This  statement  is  subject  to  the  footnotes  and  caption  comments  of  the  consolidated  balance  sheet  contained  in  the  1938  and  1937 
annual  reports. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  BALANCE  SHEET 

December  31,  1938  and  1937 
LIABILITIES 

1938  1937 

CAPITAL  STOCK  OF  ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
— 6(1,000  shares  of  no  par  value  common  stock  authorized,  issued  and  out- 
standing (held  by  Associated  Gas  and  Electric  Company)   $      7,395,000.00  $  7,398,000.00 

CONSOLIDATED  SURPLUS: 

Capital  surplus  reserved  for  conversion  of  debentures                                           27,061,030.00  28,045,480.00 

Capital  (1937  figure  has  been  adjusted  by  $334,447.42— see  page  19)                     149,690,059.95  204,477,138.06 

Earned— since  December  31,  1937                                                                      2,394,554.96  — 

INDEBTEDNESS  OF  ASSOCIATED  GAS  AND  ELECTRIC  CORPORATION 
TO  STOCKHOLDER: 

Notes  payable  (subordinate  to  all  other  indebtedness  of  the  Corporation)  : 

5%  income  note,  due  December  1,  1980                                                         71,805,120.00  71,805,220.00 

Non-interest-bearing  note,  due  on  or  before  December  1,  19S3                            4,879,583.59  10,000,000.00 

Account  payable     63,504.02  1,853,468.00 

TOTAL    $   263,291,852.52  $  323,579,306.06 

LESS:  INVESTMENTS  OF  SUBSIDIARIES  IN  SECURITIES  OF  ASSO- 
CIATED GAS  AND  ELECTRIC  COMPANY                                                           4,348,812.70  54,424,302.88 

NET    $   258,943,039.82  $  269,155,003.18 

CAPITAL   STOCK   OF   SUBSIDIARY   COMPANIES   AND  APPLICABLE 
SURPLUS  OR  DEFICIT: 
General  Gas  &  Electric  Corporation: 

Preferred  stocks  (including  cumulative  dividends  not  currently  being  paid)..  $      6,156,363.45  $  5,820,322.10 

Common  stocks                                                                                                     11,584,962.84  14,125,190.57 

Other  subsidiary  companies: 

Preferred  stocks                                                                                          73,698,994.17  71,764,264.16 

Common  and  participating  stocks                                                                          2,177,042.66  2,176,615.74 

TOTAL    j     93,617,363.12  $  93.8S6.392.57 

LONG-TERM  DEBT: 

Associated  Gas  and  Electric  Corporation  (less  held  by  agent  for  exchange,  etc.)  6  145,012,S90.00  §  144,514,960.00 

Subsidiary  companies  (less  held  in  sinking  and  other  fuuds,  etc.) — (including 

amounts  maturing  within  one  year)                                                                  392,707,923.48  388,776,166.79 

TOTAL    $   537,720,813.48  $  533,291,126.79 

FEDERAL  INCOME  TAX  NOT  DUE  WITHIN  ONE  YEAR   $       5,700,000.00  — 

MATURED  BONDS,  BOND  INTEREST,  DIVIDENDS,  ETC.  (contra)                         1,250,975.52  4  2,054,366.54 

MATURED    LONG-TERM    DEBT    AND   INTEREST-BEARING    SCRIP  OF 

SUBSIDIARIES  (less  held  in  treasury,  etc.)                                                        3,596,154.84  3,288,000.00 

NOTES  AND  ACCOUNTS  PAYABLE  TO  AFFILIATED  COMPANIES                     283,728.68  362,302.79 

NOTES  PAYABLE  ($6,219,757.06  collateralized  in  1938,  $7,617,590.01  in  1937)....           9,056,376.75  11,658,064.82 

ACCOUNTS  PAYABLE                                                                                         5,569,259.80  7,023,710.35 

DIVIDENDS  (being  currently  paid)  ACCRUED  ON  PREFERRED  STOCKS 

OF  SUBSIDIARY  COMPANIES                                                                                232,771.88  235,436.12 

TAXES  ACCRUED  OR  PAYABLE                                                                             12,188,940.55  7,808,648.40 

INTEREST  AND  MISCELLANEOUS  ACCRUALS                                                      9,322,682.77  8,544,194.21 

CUSTOMERS'  SERVICE  AND  LINE  DEPOSITS                                                        6,020,692.29  5,858,784.62 

APPLIANCE  ACCOUNTS  RECEIVABLE  SOLD   (contra)                                           3,395,406.79  4,949,996.62 

RESERVES  AND  MISCELLANEOUS  UNADJUSTED  CREDITS: 

Retirements,  renewals  and  replacements  of  fixed  capital  (including  adjustments 

arising  through  revaluation  of  fixed  capital)                                                   79,804,142.96  70,907,076.38 

Doubtful  accounts  receivable                                                                              1,162,491.97  1,265,819.84 

Additional  Federal  income  tax  for  prior  years  (subject  to  final  determination)..           1,701,517.57  3,650,924.75 

Cumulative  dividends,  not  currently  being  paid,  on  preferred  stoeks  of  sub- 
sidiaries                                                                                                         422,216.33  190,988.75 

Other  reserves  and  miscellaneous  unadjusted  credits                                              2,579,506.77  4,141,391.97 

CONTRIBUTIONS  FOR  EXTENSIONS  (non-refundable)                                         3,382,301.10  3,134,535.83 

TOTAL    §1,035,950.382.99  $1,031,406,764.53 

Note  : 

This  statement  is  subject  to  the  footnotes  and  caption  comments  of  the  consolidated  balance  sheet  contained  in  the  1933  and  1937 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

COMPARATIVE  STATEMENT  OF  CONSOLIDATED  INCOME 

For  the  years  ended  December  31,  1938  and  1937 
(Including  operations  of  companies  acquired  in  193S  and  1937  from  the  dates  of  acquisition  only) 

1938  1937 

Operating  Revenues: 

Electric                                                                                                     $102,932,610.84  $101,068,927.94 

Gas                                                                                                              14,186,220.35  13,691,986.20 

Steam  heating,  water,  ice,  transportation,  ete                                                          12,204,153.28  10,838,167.02 

Total  Operating  Revenues                                                          $129,322,984.47  $125,599,081.16 

Operating  Expenses  and  Tases  : 

Operating  expenses                                                                                              $  57,143,648.76  $  55,717,462.20 

Maintenance                                                                                                              8,138,852.52  9,085,360.52 

Provision  for  retirements,  renewals  and  replacements  of  fixed  capital                        11,981,814.90  10,876,466.28 

Provision  for  taxes: 

Federal  income  and  excess  profits                                                                        3,619,821.08  2,870,233.99 

Other                                                                                                       13,644,842.34  12,489,842.64 


Total  Operating  Expenses  and  Taxes   $  94,528,979.60        $  91,039,365.63 


Operating  Income    $  34,794,004.87        $  34,559,715.53 


Other  Income: 

Interest,  dividends,  etc.  (including  income  of  a  subsidiary  company  arising 

from  charges  taken  up  by  other  subsidiaries  in  operating  expenses)   $    1,392,144.58  $  2,288,866.10 

Less — Non-operating  expenses    630,237.97  352,992.08 


Total  Other  Income   $      761,906.61        $  1,935,874.02 


Gross  Income    $  35,555,911.48        $  36,495,5 


Deductions  from  Income: 
Subsidiary  companies: 

Interest  on  long-term  debt   $  18,826,373.98  $  18,305,868.66 

Other  interest    1,164,642.41  1,335,197.94 

Less — Interest  charged  to  construction  (credit)   195,931.43  162,793.35 

Amortization  of  debt  discount,  premium  and  expense   1,290,285.25  1,441,391.0S 

Dividends  on  preferred  stocks  paid  or  accrued   4,524,527.11  4,477,078.11 

Income  applicable  to  minority  interest   242,420.42  226,351.35 

Total    $  25,852,317.74  $  25,623,093.79 

Balance    $    9,703,593.74  t  10,872,495.76 

Associated  Gas  and  Electric  Corporation: 

Interest  on  eight-year  bonds   $      621,737.79  $  641,355.91 

Interest  on  convertible  debentures   1,32S,8S8.33  1,411,158.86 

Interest  on  income  debentures   4,336,544.13  4,156,041.38 

Other  interest   1,651.38  — 

Amortization  of  debt  discount  and  expense   102,109.77  77,837.08 

Total    t    6,390,931.40  $  6,286,393.23 

Balance  of  Income   $    3,312,662.34  $  4,586,102.53 

(1)  The  1937  figures  have  been  revised,  for  comparative  purpose,  to  include  $189,603.74  of  non-recurring  expense  which  amount 
was  treated  as  a  surplus  charge  in  last  year's  annual  report, 

(2)  This  statement  is  subject  to  the  footnotes  and  caption  comments  of  the  statement  of  consolidated  income  contained  in  the  1938 
and  1937  annual  reports,  other  than  the  item  included  in  Note  (1)  above. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 

December  31,  1938 


Capital  Stock: 

General  Gas  &  Electric  Corporation 

Shares 
outstanding 

Shares  eliminated 
in  consolidation 

Shares  held 
by  public 

Preferred : 

$5.00  Prior  Preferred — Cumulative  

60,000 

30,024 

29,976 

$6.00  Cumulative  Convertible  Preferred— Series  A  

335,814 

323,873 

11,941 

$6.00  Cumulative  Convertible  Preferred — Series  B  

283,990 

276,268 

7,722 

22,267 

20,135 

2,132 

$8.00  Cumulative  Preferred  

13,544 

12,105 

1,439 

Common : 

4,911,319 

2,622,364 

2,288,955 

3,047,000 

3,036,985 

10,015 

Preferred  Stocks: 

Other  Subsidiary  Companies 

Eastern  Shore  Public  Service  Company  

Eastern  Shore  Public  Service  Company  

Florida  Power  Corporation  

Florida  Power  Corporation — Series  A  

Georgia  Power  and  Light  Company  

Guilford  Water  Company,  The  

Hampton  Water-Works  Company,  The  

Keystone  Public  Service  Company  

Mars  Hill  &  Blaine  Water  Company  

Metropolitan  Edison  Company-  -Prior  Preferred  

Metropolitan  Edison  Company-  Prior  Preferred  

Metropolitan  Edison  Company-   Prior  Preferred  

Metropolitan  Edison  Company  

Metropolitan  Edison  Company  

Metropolitan  Edison  Company  

New  Jersey  Power  &  Light  Company  

New  Jersey  Power  &  Light  Company  

New  York  State  Electric  &  Gas  Corporation  

New  York  State  Electric  &  Gas  Corporation  

Northeastern  Wafer  and  Electric  Corporation — Cumula- 
tive if  earned  

NY  PA  XJ  Utilities  Company  -Non-Cumulative  

Ohio-Midland  Light  and  Power  Company  

Pennsylvania  Edison  Company  

Pennsylvania  Edison  Company  

Rochester  Gas  and  Electric  Corporation — Series  C  

Eochester  Gas  and  Electric  Corporation — Series  D  

Eoehester  Gas  and  Electric  Corporation — Series  E  

Salisbury  Water  Supply  Company,  The  

South  Carolina  Electric  &  Gas  Company — Prior  Preferred 

South  Carolina  Electric  &  Gas  Company  

Tide  Water  Power  Company  

Utilities  Employees  Securities  Company — Non-Cumulative 

Virginia  Public  Service  Company  

Virginia  Public  Service  Company  

York  Railways  Company  


60.00 
6.50 
3.50 
7.00 
6.00 
6.00 
6.00 
2.80 
6.00 
5.00 
6.00 
7.00 
5.00 
6.00 
7.00 


4.00 
3.00 
5.00 
2.80 
5.00 
6.00 
6.00 
5.00 
6.00 
6.00 
7.00 
6.00 
5.00 
6.00 
7.00 
2.50 


20,177 
14,538 
5,940 
28,702 
10,572 
300 
622 


11,S 


210 
199 
91,802 

5,734 

5,686 
95,886 
11,518 

1,041 
33,060 

3,878 
33,796 

91,579.3 
6,138.2 
1,978.6 
84,029 

123,466 
27,000 

171,871 
40,000 
450 
25,000 
13,105 
23,858 
16,740 
53,764 
40.440 
32,000 


8,308 
056 
963 
15,729 

4,200 


2,665 
160 
61 
325 

5,110 
S2,306 
10,243 

1,023 
12,986 
165 
31,296 


443.1 
1,968.5 
107 
184 
9,267 
1,029 

414 

24,397 
12,351 
11,000 
14,141 
17,842 
2,602 
28,814 


11,869 
13,882 

4,978 
13,033 

6,372 
8 

136 
9,274 
50 
138 
91,477 
5,734 
576 
13,580 
1,275 
18 
20,074 
3,713 
2,500 

91,579.3 
5,695.1 
10.1 

83,922 
123,282 
17,733 
170,842 
40,000 
36 
603 
754 
12,858 
2,599 
35,922 
37,838 
3.1S6 


Clarion  River  Power  Company,  The — Participating  

Eastport  Wafer  Company — Common  

Northeastern  Water  and  Electric  Corporation-  -Common  

Ohio-Midland  Light  and  Power  Company — Class  A  

Ohio  Northern  Public  Service  Company,  The  --Common  

Utilities  Employees  Securities  Company — Class  A  

Utilities  Employees  Securities  Company — Common  

Utility  Management  Corporation.  The.--Common  

York  Railways  Company — Common  

Miscellaneous  water  companies  -  6  (shares  held  by  public  are 
less  than  1%  of  total  outstanding  in  each  case)  


44,530 
1,000 
172,235 
3,778.6 
1,930 
100,000 
1,000 
102,410 
50,000 

7,310 


40,262.3 

855 
155,747 
3,767.2 
1,915 
82,000 

86,890 
49,629 

7,294 


4,267.7 

145 
16,488 
11.4 
15 
18,000 
1,000 
15,520 
371 

16 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 


STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 

December  31,  1938 


Long-term  Debt: 

Interest 

Amount 

Amount  eli ni r  J i at i.jlJ 

Amount  held 

Associated  Gas  and  Electric  Corporation 

rate  % 

outstanding 

in  consolidation 

by  public 

Eight-year  Bonds,  due  1940  

8 

$  8,815,400.00 

$  1,696,630.00 

$  7,118,770.00 

4 

594,300.00 

35,700.00 

558,600.00 

4% 

10,485,935.00 

169,100.00 

10,316,835.00 

5 

14,689,025.00 

162,550.00 

14,526,475.00 

5% 

1,668,470.00 

9,350.00 

1,059,120.09 

3% 

11,361,390.00 

1,562,160.00 

9, 799, 2;:o.  00 

3% 

39,963,230.00 

10,887,485.00 

29,075,745.00 

* 

70,019,455.00 

10,017,110.00 

60,002,o -15. 00 

18,983,640.00 

7,027,870.00 

11,955,770.00 

Total  

$145,012,890.00 

(List  of  trustees  and  interest  paying  agent  contained  on    a  e  32 

-1  _  _! — —r  __  °_! — . —  pa?c — 

Long-term  Debt: 

Interest 

Amount 

Amount  eliminated 

Amount  held 

Subsidiary  Companies 

rate  % 

outstanding 

in  consolidation 

by  public 

Associated  Electric  Company  i 

*% 

$29,853,000.00 

$  4,563,600.00 

$  25,2S9,400.00 

5 

35,000,000.00 

489,300.00 

34,510,700.00 

Canadea  Power  Corporation: 

First  Mortgage  Tliii'tv-year  Bonds  due  1958 

5 

2,000,000.00 

2,000,000.00 

Eastern  Power  Company: 

Collateral  Note,  due  1941-1945  

5 

3,350,000.00 



3,350,000.00 

Eastern  Shore  Public  Service  Company: 

First  Mortgage  and  First  Lien  Bonds: 

5% 

4,800,000.00 

20,000.00 

4,780,000.00 

Twenty-five-year,  Series  B,  due  1955  

5 

2,250,000.00 

107,500.00 

2,142,500.00 

Erie  Lighting  Company: 

First  Mortgage  Fifty-year  Sinking  Fund  Bonds,  due 

19Q7   

5 

4,678,500.00 

17,000.00 

4,661,500.00 

Florida  Power  Corporation: 

First  Mortgage  Bonds,  Series  C  due  1966 

4 

10,000,000.00 

50,000.00 

9,950,000.00 

S i  nk '  n 1  r  1m l ii i !  I  >t'  J '<ti  1  u res   <1 i it1  1  '1  -1  u 

2,231,000.00 

2,231,000.00 

Florida  Public  Sekvice  Company: 

First  Mortgage  Bonds  Scries  C  due  1955 

4 

6,000,000.00 

527  900.00 

5  472  100.00 

General  Utility  Investors  Corporation: 

i  (jug  1930 

656,918.00 

656,918.00 

Collateral  Note,  ]r\ne  1940 

4% 

2,950,000.00 

2  950  000.00 

(jeorgia  Power  and  Light  Company: 

o,loil,  UuU.uu 

50,000,00 

3,089,000,00 

Hazleton  Water  Company: 

4% 

1,000,000.00 

1,000,000.00 

Ixiiianw  Gas  Utilities  Company: 

tUo,UUU.(IO 

192,000.00 

623,000.00 

Keystone  Public  Service  Company: 

First  Mortgage  Bonds,  due  1978  

4,000,000.00 

4,000,000.00 

Lake  Shore  Gas  Company,  The: 

5% 

604,000.00 

244,000.00 

360,000.00 

Lexington  Water  Power  Company: 

First  Mortgage  Bonds,  Series  due  1968  

5 

11,183,100.00 

2,751,200.00 

8,431,900.00 

Convertible  Sinking  Fund  Debentures,  due  1953  

3,249,500.00 

3,029,300.00 

220,200.00 

Lono  Island  Water  Corporation: 

First  Mortgage  Bonds,  Series  due  1955  

5% 

2,144,000.00 

66,000.00 

2,078,000.00 

Manila  Electric  Company: 

The  Manila  Electric  Railroad  and  Lighting  Corpora- 

tion Fifty-year  First  Lien  and  Collateral  Trust 

Sinking  Fund  Bonds,  due  1953  

5 

1,689,000.00 

■1,155,000.00 

534,000.00 

Maryland  Light  and  Power  Company,  The: 

5% 

1,089,000.00 

113,000.00 

976,000.00 

Metropolitan  Edison  Company: 

First  Mortgage  Bonds,  Series  D,  due  1968  

4% 

22,830,500.00 

58,000.00 

22,772,500.00 

First  Mortgage  Bonds,  Series  E,  due  1971  

4 

4,684,000.00 

3,000.00 

4,681,000.00 

First  Mortgage  Bonds,  Series  G,  due  1965  

4 

11,710,900.00 

11,710,900.00 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 


STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 

December  31,  1938 


Loiiff-term  Debt: 

Interest 

Amount 

Amount  eliminated. 

Amount  held 

Subsidiary  Companies  (continued) 

rate  % 

outstanding 

in  consolidation 

by  public 

Metropolitan  Edison  Company  (continued) : 

Delaware  G  as  Light  Gonipany  First  Mortgage  Forty- 

year  Bonds  due  1939 

4     i  A3  Ann  no 

$     143,000  00 

York  Haven  Water  and  Power  Company  Fifty-year 

J-  ttfJjUUU.UU 

r 
0 

i  9A7  ^nri  nn 

A,ii*  t  ,OUU.UU 

1  247  500  00 

v  .  i-  *.r  ' .t  .         'u    '  \      (]'  1  i  uvi 

4  72 

i  q  Q9n  nnn  nn 

4      K  AAA  nn 

1 3  qi  a  nnn  nn 

New  Jersey  Northern  Gas  Company  first  jMoiiga^e 

r 
0 

AAA  AA 

i  An  nnn  nn 

i      nnn  nn 

New  York  State  Llkc'juic  &  Gas  Corpokatiom  : 

i'lrat  Mortgage  1  j<jn due  1965  

4 

14,808,500.00 

893,500.00 

1  O  AT      AAA  AA 

io,yiij,uuu.uu 

First  Mortgage  Bunds,  due  I960  

4!/& 

3,490,000.00 

3,489,  oOiJ.OO 

i?irst  Mor.gLige  Bu;jds,  due  1980  

17,094,500.00 

i  nn  nn 

i  fi  qi  □  a  An  An 
Ao,yAy,y:Uu.uu 

Promissory  .Note,  due  i   

1,200,000.00 

i  *>nn  nnn  nn 

Promissory  Jsote,  duo  1942  

4  Ml 

3,460,000.00 

a  a  fin  Ann  An 

0,iOU,UUU.OU 

Flmira  Water,  Light  and  Raiiroad  Company  First  Con- 

solidated Mortgage  Fifty-year  Bonds,  due  1956  

-  nrr.  nun  nr, 

Jj, 000, 000. 00 

■70  nnn  nA 

A  A9B  nnn  nn 

Umpire  Gas  and  .Electric  Company  General  and  Refund- 

Enipiro  Gas  ami  Llecti'ic  Company  and  Empire  Cokv] 

6 

1,720,000.00 

^ n  AAA  n a 

4y,UUL!,UU 

1   A71  AAA  AA 
A,0(  A,UUU.UU 

Company   Joint   First   and   Refunding  Mortgage 

Bonds   due  1941 

n  j;qj  AAA  An 

40  000  00 

2  594  000  00 

New  York  Central  Electric  Corporation: 

r 
0 

662,000.00 

iKa  Ann  nn 

l>o,UUO.UO 

AAA  nnn  nn 
ov*,uuu.uu 

5% 

3,049,000.00 

7i  nAn  on 

9  Q7fi  Hill  1  flA 

Seneca  Power  Corp.  First  Mortgage  Bonds,  due  1946.... 

393,500.00 

7  tAA  iin 

3fii>  nnn  nn 

O  gO,UUU.OU 

NORTHEASTERN  WATER  AND  ELECTRIC  CORPORATION: 

9  llQft  O  K  A  AA 

£i,yyu,y  ju.uu 

100  800  00 

2  890  1  00 

Northern  1jicxn'£sylyania  Power  Company: 

First  and  .llet'uiuliiip,'    !. t l- .  Bonds,  Series  A,  due  11).j6  

1,369,900.00 

9(?  nnn  nn 

i  3A3  onn  nn 

9  AGA  I3AA  AA 

105  300  00 

1  984  300  00 

Sayre  Electric  Company  First  Mtge.  Bonds,  due  1947.. 

294,000.00 

ooa  nnn  nn 

NY  PA  NJ  Utilities  Company: 

° 

3,926,500.00 

72o,400.00 

3,201,100.00 

The  Metropolitan  Edison   Corporation  Secured  Con- 

solidated Refunding  Bonds,  due  1961  

6 

3,001,900.00 

2,261,100.00 

740,800.00 

The  Mohawk  Valley  Company: 

1             AAA  AA 

l,oo4,900.uu 

OCO  •  AA  A  A 

T  O  A  O  K AA  A  ll 

9AK  1  AA  AA 

77  UAA  AA 

1  "7  HAA  AA 

Rochester    Central    Power    Corporation  Debentures, 

5 

1,001,000.00 

98,i>00.00 

902,500.00 

Ohio-Midland  Light  and  Power  Company  : 

The  Scioto  Valley  Railway  and  Power  Company  First 

6 

AO  7  AAA  A  A 

yo  /  ,uuu,uu 

Pio 7  r;nn  nn 

OS  1  ,OUu.Uu 

I  PENNSYLVANIA  EDISON  COMPANY. 

1  enn  Gentral  Light  and  i  ower  Gompany: 

4^2 

7AA  AAA  AA 
jjnJ,  i  OU,UUO.Uu 

^nn  nnn  nn 

dUU,UUO.UU 

91;  Ann  nnn  nn 

9  1  Tt;  AAA  AA 

9  171  nnn  nn 

Pennsylvania  Electric  Company: 

First  and  Refunding  Mortgage  Bonds : 

Series  F,  due  1971  

4 

6,657,000.00 

149,000.00 

6,508,000.00 

5 

17,313,500.00 

3,174,700.00 

14,138,800.00 

Penu  Public  Service  Corporation  First  and  Refunding 

Mortgage  Bonds: 

Series  C,  due  1947  

6 

4,549,000.00 

20,000.00 

4,529,000.00 

Series  D,  due  1954  

2,435,000.00 

32,000.00 

2,403,000.00 

Penobscot  County  Water  Company: 

6 

250,000.00 

250,000.00 

Rochester  Gas  and  Electric  Corporation: 

General  Mortgage  Bonds: 

Series  D,  due  1977  

m 

6,000,000.00 

6,000,000.00 

Series  E,  due  1962  

5 

8,323,000.00 

8,323,000.00 

Series  F,  due  1960  

4 

15,000,000.00 

15,000.000.00 

Series  G,  due  19G6  

3% 

3,000,000.00 

3,000,000.00 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

STATEMENT  OF  SECURITIES  IN  WHICH  THERE  IS  A  PUBLIC  INTEREST 

December  31,  1938 


Long-term  Debt:  * 

Subsidiary  Companies  (continued) 

Interest 
rate  % 

Amount 
outstanding 

Amount  eliminated 
in  consolidation 

Amount  held 
by  public 

Rochester  Gas  and  Electric  Corporation  (continued)  : 

General  Mortgage  Bonds  (continued) : 

3% 

$  3,000,000.00 

$  3,000,000.00 

3% 

1,657, UUU.UU 

1  657  000.00 

SOUTH  Carolina  Electric  &  Gas  Company: 

Broad  River  Power  Company  First  aud  Refunding 

The  Parr  Shoals  Power  Company  First  Mortgage  Sink- 

5 

8,361,900.00 

$5,967,900.00 

2,394,000.00 

5 

1,735,000.00 

2,000.00 

1,733,000.00 

Southeastern  Investing  Corporation: 

4Vg 

1,114,000.00 

1,114,000.00 

Staten  Island  Edison  Corporation  : 

Richmond  Light  and  Railroad   Company   First  and 

Collateral   Trust  Purchase-mouey   Mortgage  Fifty  - 

4 

1,000,000.00 



1,000,000.00 

Tide  Water  Power  Company: 

5 

6,261,500.00 

15,000.00 

6,246,500.00 

Tracy  Development  Company: 

6 

114,000.00 

114,000.00 

Union  Gas  &  Electric  Company: 

5 

376,000.00 

236,000.00 

140,000.00 

Utilities  Employees  Securities  Company: 

Income  Notes  and  Bonds,  due  1981  (including  pay- 

8-6 

8,374,946.10 

100,000.00 

8,274,946.10 

New  England  Capital  Corporation  Debentures,  due  1964 

6 

999,650.00 

999,650.00 

Utility  Management  Corporation,  The: 

W.  S.  B;irstow  it  Company  H.  P.  Debentures,  due  1942.. 

6 

237,000.00 

— 

237,000.00 

First  Mortgage  and  Refunding  Twenty-year  Bonds: 

Series  A,  due  1946  

5% 

14,544,500.00 

467,000.00 

14,077,500.00 

Series  B,  due  1950  

5 

8,700,000.00 

1,461,000.00 

7,239,000.00 

Series  C,  due  1952  

6 

3,000,000.00 

76,000.00 

2,924,000.00 

Twenty-year  Sinking  Fund  Debentures,  due  1946  

6 

3,505,500.00 

3,505,500.00 

Newport  News  and  Hampton  Railway,  Gas  and  Electric 

Co.  First  and  Refunding  Mortgage  Bonds,  due  1944.. 

5 

3,996,500.00 

3,996,500.00 

Southside  Virginia  Power  Company  First  Mortgage 

5 

2,000,000.00 

2.000,000.00 

York  Railways  Company  (excluding  matured  bonds): 

5 

3,572,000.00 

813,000.00 

2,759,000.00 

3,545,263.78 

1,096,104.40 

2,449,159.38 

Total   (£2,234,338.41  maturing  within  one  year).. 

$392,707,923.48 

The  above  statement  of  long-term  debt  of  subsidiary  companies  does  not  include  bond  ami  debenture  issues,  etc.,  which  are  entirely 
eliminated  in  consolidation,  aggregating  $566,767,900.  


TRUSTEES  AND  INTEREST  PAYING  AGENT 

 (Associated  Gas  and  Electric  Corporation)  


Long-term  Debt 

Interest 

Interest 
dates 

Interest 

payable  at 

Trustees 

(see  references  below) 

Eight-year  Bonds,  due  1940  

8 

M&S-15 

1 

2 

4 

M&S-15 

1 

3 

4% 

J&D.l 

1 

3 

5 

JM5-1 

1 

3 

5% 

F&A-l 

1 

3 

3% 

M&S-15 

1 

3 

3% 

M&N-l 

1 

3 

4 

A&O-l 

1 

3 

4Va 

F&A-l 

1 

3 

References  : 

1  Transfer  and  Paying  Agency,  41  Trinity  Place,  New  York,  N,  Y. 

2  Central  Hanover  Bank  and  Trust  Company,  New  York,  N.  Y. 

3  The  Public  National  Bank  and  Trust  Company  of  New  York,  New  York,  N.  Y. 
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Associated  Gas  and  Electric  Corporation 

and  Subsidiary  Companies 

COMPARATIVE  CONSOLIDATED  STATISTICS 

For  the  years  ended  December  31,  1938  and  1937 


Electric  Department  :  198f*  1937 
Electricity  sold — kilowatt  hours: 

Eeaidential    825,253,885  745,188,752 

Other    2,876,284,097  3,134,855,685 

Total    3,701,537,982  3,880,044,437 

Number  of  customers: 

Residential    1,127,037  1,088,521 

Other    214,579  210,123 

Total    1,341,616  1,298,644 

Milea  of  transmission  lines  (11,000  volts  and  over)   12,103  12,000 

Kilowatt  generating  capacity   1,377,920  1,334,144 

Gas  Department: 

Gas  sold — cubic  feet: 

Residential    9,757,859,500  9,592,186,900 

Other    8,235,255,900  7,811,764,800 

Total    17,993,115,400  17,403,951,700 

Number  of  customers: 

Residential    299,461  296,726 

Other    21,990  21,639 

Total    321,451  318,365 

Miles  of  gas  mains  „  4,126  4,077 

Daily  manufacturing  capacity— cubic  feet   81,213,000  81,293,000 

Water  Department: 

Water  sold— gallons    9,107,143,500  9,491,100,000 

Number  of  customers   96,769  94,514 

Miles  of  water  mains   1,635  1,607 

Daily  pumping  capacity — gallons   186,400,000  182,898,000 

Steam  Heating  Department: 

Steam  sold— pounds    1,874,176,800  2,127,574,700 

Number  of  customers  _  2,193  2,257 

Miles  of  steam  mains   51  51 

Note: 

The  above  figures  have  been  adjusted  in  both  years  to  include  sales  and  other  statistics  of  oil  properties  owned  at  December  31,  1938, 
irrespective  of  dates  of  acquisition. 
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Chart  of  Ownership  —  Public  Utility  Companies 
Showing  Percentage  of  Voting  Stock  Ownership 

Companies  thowo  ia  italics  have  no  securities  outtttading  with  the  public. 


ASSOCIATED  <! 


CORPORATION 

■set 


Florida  PaUlc  Barrtc.  Comjxnr  (la  7IB)  100% 

Caorila  Pow.t  .nd  U,M  r»M>i 

Common  -flint   IK% 

Pnfnrn)  'ollm  »».»% 

Uilnfloa  Wiur  Piwtr  Cwnu  .    IW'i 

Booth  Carallna  Eltclrlc  A  Gu  Campaoj 

Common  mint    _  190% 

Pnfirrrd  •otlnI  t4t% 

Tldt  Waltr  P«-rT  Company 


Vnr  r,.  Pobllt  Rtrtln  Companj   104 

Eadtrn  Shore  PoMIt  Company.  11 

Maryland  LI(M  and  Power  Company  100% 

Dtlmarro  fnw  Comjo«V.  T»*  1M% 

£aj(«rn  S/or.  PuMfe  Sarvfea  Co.  «fd-  100% 


NORTHEASTERN  WATER  COMPANIES. 

— •   ,  , — , —  ,   | 

IhtHUra  Walor  ond.  Blectrlc  Corf. 

afarrrd  votlnr  i    i 

Ho  Northern  Pskllc  Sadti  Company  01 

wkcOU  BUdrtf  Compact  I 

ribau  IT  am.  L  jiii  «.!  Powar  CoApanu  I 


I  FHMllW  Oompmy  

>04«p  and  Lipnf  Company 
•omm  Company.  r*o  


ASSOCIATED 


MlHoorl  Control  Ulllltlta  Coapoi 
Onlo-Mldlond  Lld»  and  Po.or  C 
Common  and  Clau  A  •otmi 


■  York  8Uta  Elet 


Pcnnoylvanla  Rdlson  Company 
K  .  ...in  Gaa  and  EIkUIc  Can 

Ortnerablo  or  VTC  _„._.. 


LUfhtnd  Elrttrtc  Light  oad  Powor  Co 
Logan  Ltgnl.  Fiat  *  Pdtetr  Cowpa**4 
Ko-ylond  Pu(Kr  Stntti  Company.  Tht 


Ponfcond/a  Puslli  Struct  Compa-v  ... 

PorOnoUA  0oa  Company,  Tht  

Kiting  Sun  Wa'tr  *  I  „■:■  Company 

Solar  Eltelrle  Company  

Ttttt  Ganrrol  CMuIat  Company...  . 
Wttt  Virginia  Light,  Heal  and  Poierr 
Yaughiaghtng  B-jdro-Bltttrie  Carporoi 


This  chart  does  not  include  non-utility  or  inactive  companies. 

The  ownership  of  the  mutual  management  company  is  vested  in  the  operating 

Twenty-three  additional  companies  were  reported  as  being  eliminated  during 
the  year  1938  and  early  in  1939  bringing  tile  total  since  1922  to  374  units. 

Numerous  companies  are  included  above  which  will  be  merited  or  otherwise 
eliminated,  in  accordance  with  the  plan  of  integration  and  simplification  filed 
with  the  Securities  and  Exchange  Commission. 

This  chart  reflects  the  situation  substantially  hi  it  existed  at  June  I,  1939. 
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